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The Puzzle of Prices and Yie 
$17,500,000,000 Deposits 
S ting from Bonds 
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LEGE 
GUTS FUEL BUDGET 


BY MODERNIZAT| 


Diverse Needs of 19 Campus 
Buildings Met by Webster 
Moderator System 


PROVIDES CENTRAL CONTRO 


Slash Yearly Heating Bill Aver 
age of 21% P.C. as New 
Program Pays For Itself 


ASSURES STUDENT COMFOR 


Saratoga Springs, N. Y.—Nineteen 
Skidmore College buildings, con. 
trolled as regards heating from on¢ 
central point, are burning approxi 
mately 22 per cent less fuel ever 
month as the result of a Webste: 
heating modernization program car 
ried out during the fall of 1933. 

In less than two years, this in: 
stitution has slashed its heating 
budget nearly $7,000. At the presen: 
rate of savings, the entire cost of 
modernization will be liquidated in 
less than four heating seasons. 

Webster Moderator Control wa 
the choice of Skidmore College offi 
cials because of i 
meeting the diverse heating nee 
of lecture rooms, dormitories, read 
ing rooms, science laboratories, gym 
nasium and swimming pool. 

“Perfectly balanced heating w 
not accomplished over night,” Dr 
John R. Hobbie, director of building 
and plant, points out. “Warren Web 
ster & Company kept the installa 
tion under careful observation unti 
all engineering difficulties were cor 
rected and the system was operating 
at maximum efficiency. 

“Despite the handicap of unusu: 
ally severe weather, steam saving: 
during the first complete heating 
season totaled 17,679,000 Ibs. For the 
first 5 months of the 1934-35 season) 
we saved 5,943,000 lbs.” 

Savings are computed on the dif- 
ference between the current month} 
steam cost and past monthly steam 
consumption over a three-year pe 
riod, after correction for degree day 
differences. The operating schedule 
provides approximately 15 hours 0 
heating service daily for averagt 
winter weather. 

Sharply reduced incomes havt 
lately forced most educational insti 
tutions to abandon long-term bor: 
rowing in favor of pay-as-you-$) 
programs. The fact that heatin 
modernization is more likely to b 
self - liquidating than any othe 
building improvement has stimu: 
lated activity in this field. 

“In addition,” observes Dr. Hob 
bie, “the elimination of discomfor 
and distractions is an importal 
contribution to the health and com 
fort of faculty and students.” 

Wm. P. Tarrant, who acted as mod 
ernization heating contractor, su? 
stantiated these performance fact 
saying: “Provided the central col 
trols are adequate,  institutioné 
groups can effect large savings } 
heating modernization.” 


If you are interested in (1) it 
proved heating service and (2) low 
heating cost in your building, addres 
WARREN WEBSTER & CO., Camden, N. ! 


Pioneers of the Vacuum System of Steam Heatit 
Branches in 60 principal U. S. Cities—Estab. 1 
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Investments 


N last June 30 New York City cen- 
QO tral reserve banks held Govern- 
ment securities in the proportion 
of 33 per cent in bonds, 36 per cent in 
notes and 31 per cent in short term obli- 
gations. On December 31 the respective 
proportions were 25.4, 51.3 and 23.3 per 
cent. The Chicago central reserve banks’ 
proportions were 45.8, 33.2, and 21 per 
cent in June and 37.5, 40.3, and 22.2 per 
cent, respectively, in December. Other 
reserve city banks had 59.3, 32.7 and 8 
per cent in June and 53, 44.4 and 2.6 per 
cent in December, while country banks 
had 74.1, 22.4 and 3.5 per cent in June 
and 73, 26.7 and 0.3 per cent, respec- 
tively, in December. The trend of the 
larger banks from long term bonds to 
middle term notes is striking. Possibly 
the sale of the longer term securities at a 
profit is a general and satisfactory rea- 
son for the movement. 


* 
Relief 


Under the terms of the work relief 
bill the $4,880,000,000 is to be spent for 
highway construction, grade crossing 
elimination, rural 
rehabilitation, 
water conserva- 
tion, irrigation, 
rural electrifica- 
tion, housing, 
white collar jobs, 
Civilian Conser- 
vation Corps, the 
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Of the money turned over to the states 
and their subdivisions at least 25 per 
cent, “‘in the determination of the Presi- 
dent”, shall be expended for labor. On 
an average something like 80 per cent of 
all expenditure in industry goes ulti- 
mately to labor. 
* 


Federal Financing 


When borrowing for the new relief 
program expenditures will begin is un- 
certain since it is problematical how 
soon the various and several work relief 
enterprises can be put in motion. But 
late Summer or early Fall will witness a 
call for new money in great volume, and 
perhaps it is just as well that the Treas- 
ury get its principal refunding opera- 
tions out of the way before the new call 
is sounded. 

* 


Transportation Legislation 


The outlook at Washington for legis- 
lation regulating all transportation 
agencies of the nation is regarded as 
rather good in view of recent declara- 
tions by men in high authority; but in- 


GOVERNMENT AND INDUSTRY 


Wendell L. Willkie, left, president of the Commonwealth & Southern 
Corporation, and Preston S. Arkwright, president of the Georgia Power 
Company, as they appeared before the House Interstate Commerce 
Committee. In a subsequent memorandum to the Committee Mr. 
Willkie made suggestions designed to meet Washington criticism of 
utility companies. He said: ‘“‘Regulation cannot, by itself, secure ade- 
quate service at fair rates. It is management alone which can supply 


asmuch as the railways have waited 
between four and five years for the 
regulations possibly now in sight they 
are not likely to count upon the pros- 
pect until the new laws are on the stat- 
ute books. 


Interest 


The average rate of interest paid by 
the Federal Government on all out- 
standing debt fell from 2.96 per cent on 
December 31 to 2.957 on February 28, 
the change being due largely to the in- 
creased financing by the sale of Treas- 
ury bills. The refunding of the Liberty 
bonds and other high coupon issues will 
further reduce this rate materially but 
it may be well to note that the interest 
paid by the Government on the present 
outstanding debt even at the lower rate 
amounts to $826,896,248 a year, and 
that total is increasing. 

* 


Orange Groves 


“Increased activity in the purchase 
and sale of farm lands is reported from 
all parts of Southern California. A num- 
ber of Orange County valencia orange 
groves have re- 
cently changed 
hands at prices 
varying from $1,- 
800 to $2,800 per 
acre.” — Monthly 
Summary of the 
Security- First 
National Bank of 


prevention of soil the service. Without effective management, the censor can do nothing Los Angeles. 
erosion, sanita- except hasten the company into inevitable receivership” * 

tion and most Reserves 
anything else that 

can be thought of. The recent 


The money is to 
be expended “in 
the discretion and 
under the direc- 
tion of the Presi- 
dent.” 

The latter can 
fix wages except 
that prevailing 
wages must be 
paid upon Fed- 
eral building proj- 
ects and the rates 
on other enter- 
prises shall not be 
allowed to lower 
the wages paid by 
other employers. 
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drop of about 
$400,000,000 in 
the excess re- 
serves of member 
banks has fallen 
unevenly upon 
banks, with the 
result that there 
has been consid- 
erable shifting of 
funds by the 
“sale” of funds 
as between mem- 
ber banks to even 
up the situation. 
The drop in excess 
(CONTINUED ON 
PAGE 5) 
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MATURITY 
‘CHECK 


17-2 


Witn the best of intentions a 
man starts out to build his financial 
reserve with Investors Syndicate, 
and agrees to set aside a certain 
amount at regular stipulated 
intervals for a specified time. In 
token of that decision he receives 
his Investors Syndicate Livine 


Protection Contract. 


If that were all there is to it, few 
such financial reserves would ever 
be created. 

In not many lines of business is 
it so true that the relationship is 
only started when the sale is made. 
The first payment on an Investors 
Syndicate Contract initiates a sys- 
tematic program of personal service 
which is consistently rendered by 
representatives of the company. 

When subsequent payments are 
not made when due, representatives 


are instructed to inquire personally 


INVESTORS 


INVESTORS SYNDICATE 


; 
MINNEAPOLIS, 


M RE 


ERRE .02 


* of an actual maturity Name delated for v0 reasons. 


into the reason—to encourage 
faithful performance and adherence 
to original intentions. Our purpose 
is to establish the making of these 
payments as a part of the client’s 
routine and an accepted and antici- 


pated obligation to be met regularly. 


Obviously, this personal service 
increases sales expense. But, far 
more important, it promotes the 
attainment of a worthy purpose, 
and substantiates the motive be- 
hind every Investors Syndicate 
Contract to help individuals build 
out of income a fund for future 
needs which they might otherwise 
not accumulate. 

This procedure distinguishes Liv- 
ing Protection from ordinary forms 
of irregular investments. And it in- 
fluences a strengthening of charac- 
ter, which, we believe, contributes 


to the good of the community. 


SYNDICATE 


Founded 1894 ~——_D 
LIVING PROTECTION 


Offices in 53 Principal Cities... 


Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK -INVESTORS SYNDICATE, LTD., MONTREAL 
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BANKING 


EVERY MATURITY CHECK’ SENTS 
| EXACTLY @S 17 T Ql 
| APE SERED ERVICE 


The articles on bank manage- 
ment in this issue: Lobby and 
Window Displays; Cooperative 
Purchasing; A Precaution in Cash- 
ing Checks; Safe Deposit Services; 
The Return on Time Deposits; 
Safe Deposit Charges; Before 
F.H.A.; Buying from Customers; 
One Per Cent Per Annum; Con- 
structive Customer Relations; 
Mailing Department Efficiency; 
Profitable Leisure; Cooperation 


with Police; New Business Cam- 


paigns; Convenient Wall Maps. 
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+ Year to Date. 

Domestic. 0 420,094 

Govt. $ 0 

Day’s sales 928,900 00 
Monday 12,353,0 
Year 5,870,000 
Pwo years 


ACCENT ON 
THE BOND ACCOUNT 


ITH bank expenses mounting, sources of income 

dwindling, the bond account assumes unprecedented 
responsibility as an income-producer.. . . Unprecedented, 
too, is the problem of managing this account, with today’s 
new complications, uncertainties and challenges to the old, 
orthodox investment formulae ... Now, more than ever be- 
fore, America’s banks are realizing the value of Moody’s 
Supervisory Service . . . the value of having a fully-equipped 
organization of investment specialists constantly watching 
over their holdings . . . and a personal counsellor always at 
their disposal to help achieve the utmost in income, safety 
and stability. ... Let us show you how much this service can 
help your bank, how little it will cost you. 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY 
NEW YORK CITY 
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BONDS—Continued. 
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UNITED STATES 
GOVERNMENT 
SECURITIES 


SOVFOTO 


C.jJ.DEVINEs CO. 


INCORPORATED 
48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO BOSTON PHILADELPHIA 
ST. LOUIS SAN FRANCISCO 


Direct Wires to all Offices 


‘EXPLORATORY CONVERSATIONS” 


Capt. Anthony Eden (center), British Lord Privy Seal, is met at the 
White Russian-Baltic Station in Moscow by the British Ambassador, 
Lord Chilston (left), and Maxim Litvinoff, Soviet Commissar for For- 
eign Affairs. Capt. Eden’s interviews in Moscow, Warsaw and Prague 
furnished much of the subject matter for the Stresa conference 


(CONTINUED FROM PAGE 1) 
reserves, caused partly by the deposit of 
money to provide for the retirement of 
national bank notes, is temporary. When 
theconsolsand Panama issuesare retired 
in July and August the pendulum will 
swing far the other way and excess 
reserves will doubtless establish a new 
record. 


Size 


Sixty per cent of the commercial 
banks of the United States have de- 
posits of $500,000 or under and account 
for only 5.36 per cent of the total of 
commercial bank deposits. Ninety-six 
banks, constituting 0.63 per cent of the 
total number, hold 51.91 per cent of the 
total deposits—in fact, 4.91 per cent of 
the number of banks hold 74.51 per cent 
of all deposits. No other country in the 
world presents such diversity in its 
banking structure. 


* 


National Bank Notes 


Preparations on the scale of about 
$800,000,000 are now going on for the 
retirement of national bank notes. This 
is reflected in increasing deposits in the 
Treasury of lawful money to replace 
bonds held against outstanding notes 
which, by the way, may require some 
time for withdrawal from circulation. 
The change in the currency will require 
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a considerable shift of bank funds in 
many cases, but it is doubtful if so large 
a volume of currency has ever been re- 
tired and replaced in any country with 
so little disturbance as this retirement 
of national bank notes is likely to cause. 


* 
Spending 


By order of the President most enter- 
prises undertaken in the work relief 
program are to be completed by July 1, 
1936. That means that most of the ap- 
propriation will be expended in the 
course of a year, or at a rate of some- 
thing like $9,000 every minute. Since 
much of past relief and agriculture aid 
funds have been going into new automo- 
biles it may be well to add that the 
work relief appropriation will buy about 
10,000,000 new low priced cars. What- 
ever may be thought about the amount 
and nature of relief, the money has been 
appropriated and all that now remains is 
tosee toit that thenationgetsitsmoney’s 
worth so far as that is possible. 


* 
Nation’s Credit 


“This generation has, in a sense com- 
mon with no other, the responsibility of 
preserving the credit of the nation. It 
can do so only by self-reliance and a 
resolution to demand no more in gov- 
ernmental expenditure than stark neces- 
sity demands.”—The Girard Letter of 


31 Nassau Street 
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Bankers are Buying 


FEDERAL INTERMEDIATE 


CREDIT BANK 


Collateral Trust Debentures 


Because these debentures are 


exceedingly liquid, issued 
in short term maturities, 
from 3 to 12 months. 


The capital of the issuing 
banks was paid in by the 
United States Government. 


Exempt from all taxes— 
Federal, State and Munic- 
ipal, yield a slightly higher 
return than short term 
Government securities. 


Eligible up to 6 months’ 
maturity for purchase by 
the Federal Reserve banks, 
and as collateral for 15 day 
loans to member banks. 


Under an Act of Congress 
all twelve Federal Inter- 
mediate Credit Banks are 
liable for each other’s de- 
bentures. 


Further information and circulars can 
be obtained through your dealer or 


Cwartes R. DUNN, Fiscal Agent 
For the Federal Intermediate Credit Banks 


New York City 
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The measure of the quality 
of the service you can ren- 
der your depositors is the 
efficiency with which you 
can meet the more difficult 
problems that arise. 


The help that we can give 
you is based upon years of 
experience with just such 
problems. 


We serve every type of 
business and industry, and 
we enjoy the mutual bene- 
fit of intimate contact with 
thousands of well-managed 
banks both here and abroad. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Profits. . . $34,000,000 


the Girard Trust Company, Philadel. 
phia. 


* 


Savings 

One explanation of the increase in the 
number of persons on relief is that the 
number who have finally exhausted 
their savings is increasing. This explana- 
tion, offered for the past three years, is 
not very convincing in face of the fact 
that the number of depositors and the 
amount of deposits in savings banks 
have been steadily increasing, that 
building and loan associations show new 
growth, that bank deposits of individ- 
ual depositors are steadily on the up- 
grade. There is nothing inconsistent 
between this and a certain amount of 
unemployment relief but there is con- 
siderable inconsistency between im- 
proving business and increasing doles, 


* 


Cheap Money 


Between January, 1934, and Janu- 
ary, 1935, commercial paper outstand- 
ing increased by $63,000,000 to a total 
of $171,000,000, while acceptances out- 
standing decreased by $255,000,000 to 
$516,000,000. At the end of February 
bankers’ bills stood at $428,000,000, 
the lowest point in years. The explana- 
tion, of course, is that the commercial 
paper method of financing is a trifle 
cheaper than the bankers’ bills method. 
What is more significant is that in 
many cases good customers can secure 
straight advances quite as cheaply. 


* 


Bonds 

Continued over-subscription for all 
offerings of high grade bonds demon- 
strates the increasing bond-mindedness 
of investors. The usual course of senti- 
ment along such lines is from high grade 
bonds to secondary issues, followed by 
better grade stocks, and then all down 
the list. Recovery from most business 
depressions has usually been heralded 
by a rising bond market and there is no 
reason to expect that the course of 
things in the present situation will be 


any different. 
* 


Southern Harvests 


“In the six states located wholly or 
partly in the Sixth District, increases 
over harvested acreages in 1934 are 
indicated for oats, tobacco, rice and 
tame hay, while decreases are indicated 
in corn, potatoes, sweet potatoes, 
peanuts, soy beans and cowpeas.”— 
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Monthly review of the Federal Reserve 
Bank Of Atlanta. 


Municipals 


The supply of municipal, state and 
similar high grade bonds in the past 
month has come close to meeting the 
demand and as a result a slight lag in 
interest on the part of investors set 
tongues to wagging. As the situation 
clears, however, it is evident that there 
is no likelihood of any marked change 
in investor policies, and issues of these 
high grade securities iff the immediate 
future will be put out at record low 
rates. What is the investor’s loss is the 
taxpayer’s gain. This, however, isn’t 
much comfort to a bank manager trying 
to make both ends meet. 


Federal Land Banks 


A huge oversubscription was received 
for the $162,000,000 issue of 10-20-year 
consolidated 314 per cent bonds of the 
twelve Federal land banks, marketed 
by a banking group and offered by 
Charles R. Dunn, fiscal agent. The 
bonds provided funds for retiring ap- 
proximately the same amount of 5s, due 
in 1941 and called as of May 1, 1935. 
The new issue, due May 1, 1955, is 
callable on and after May 1, 1945. 
Holders of the old bonds received pref- 
erence in the allotment of the 34s, 
which were offered at 10034 to yield 
about 3.16 per cent to the first redeem- 
able date. 

The total subscription, including cash 
and exchanges, approximated four and 
one-half times the amount of bonds 


offered. Many large blocks were taken 
by individual investors, but banks seek- 
ing a long term investment were liberal 
buyers. The operation was regarded as 
highly successful from the standpoint of 
the land banks. 


R.F.C. 


The Reconstruction Finance Cor- 
poration, in addition to its advances on 
Government account, has live credit 
outstanding in excess of $2,500,000,000. 
It long since became the largest bank 
in the world and in the course of its 
business has acquired outright owner- 
ship or control of several hundred banks, 
three insurance companies, one real es- 
tate mortgage company, one profitable 
railway and several others not so profit- 
able, 4,000,000 bales of cotton, and au- 
thority to control about 2,000 public 
utility plants in the Middlewest through 
the Utilities Securities Corporation. 
The R.F.C. has gone a long way ahead 
of what its originators conceived as pos- 
sible, much less probable. 


* 
Industrial Loans 


Applications for industrial loans from 
the Federal Reserve banks have fallen 
off by two-thirds since the beginning of 
the year and the volume of loans granted 
has dwindled from month to month 
since the peak of the demand last No- 
vember and December. One reason for 
the decline is that many applicants for 
loans, having found that a Federal Re- 
serve advance is no Santa Claus prop- 
osition, are no longer interested. The 
peak never was very high, but the at- 


WESTERN DUST 


Dust storms over a large agricultural area intensify such problems as 
crop control, evacuation of farmers, relief and conservation 


WIDE WORLD 


OF BANKERS 
AND BUSINESS 
EXECUTIVES 


are now subscribing to 


POOR’S 


New Combination 
Financial Service 


The fruition of 75 years of financial pub- 
lishing experience, it presents in concise, 
complete form, current ratings, analyses, 
opinions and general information on 
over 4,000 corporations. It includes: 


1. The ANNUAL MANUAL. 


2. QUARTERLY VOLUMES, 
containing advance Man- 
val data and interim 
financial statements. 


WEEKLY BOND LETTER. 


CORRESPONDENCE 
Privilege. 


Complete $95.00 


Circular 102, outlining this 
service, sent on request. 


POOR'S PUBLISHING COMPANY 


90 Broad Street New York, N. Y. 


GENERAL 
MILLS, ie. 


27th Consecutive 
Common Stock Dividend 


March 28, 1935 
Directors of General Mills, Inc., announce the 
declaration of the regular quarterly ——_ 


of —- -five cents per share u sore oe 

mon stock of the company, M A. 1935, 

to all common s' of r 

close of business, April 15, 11938. Checks will be 

mailed. Transfer 8 will not be closed. This 

is the 27th consecutive tividend: on General 

Mills Common 

(Signed) KARL E. 

Treasurer. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, March 4, 1935 


RESOURCES 


CasH AND DuE From BANKS... « $ 531,985,879.83 


U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED .. . ‘ 542,342,626.87 


STATE AND MuniciPAL Reuneninne: MATURING WITHIN TWO YEARS 67,815,790.84 
OrHerR STATE AND MunicipaL SECURITIES. . . 30,104,263.63 
OTHER SECURITIES MATURING WITHIN TWO YEARS 9,525,368.90 
FEDERAL RESERVE BANK STOCK . .. « 8,160,000.00 
OruerR Bonps AND SECURITIES. . . 88,979,862.19 
Loans, Discounts AND BANKERS’ Aosnreemens 615,071,264.68 
BankinG Houses . . 39,828,049 .64 
Orner Rear Estate . . 1,637,847.44 
MortGaGes .. . 4,095 ,007.48 
OrHER ASSETS . « © © 11,503,884.13 


$1,979,296,696.28 


LIABILITIES 


CapiTaL—CoMMON. . . © © « 100,270,000.00 
UnpivIpeD Profits ...... « « 14,815,921.28 
RESERVE FOR TAXES, INTEREST, ETC. . ‘ 1,792,844.32 
Deposits . .. *« « & & . 1,637,284,465.18 
ITEMS IN TRANSIT WITH BRANCHES .. . 1,092,808 .44 
LiaBILiry AS ENDORSER ON ACCEPTANCES AND BILLs 1,308,307.13 


$1,979,296,696.28 


United States Government and other securities carried at $149,206,570.57 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 
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tempt at this method of financing at 
least has had the merit of satisfying 
many of those critics in whose opinion 
commercial bankscould donothing right. 


* 


Off Gold 


Not so long ago, the world indulged 
in the belief that while a nation had an 
ample gold reserve it could not or would 
not be forced off the gold standard. The 
case of Belgium illustrates the fact that 
other conditions may be more effective. 
When the government at Brussels de- 
valued the belga by 28 per cent the 
Bank of Belgium had gold backing as 
against total note and deposit liabilities 
of about 66 per cent. 

Even in the face of a flight of capital 
at the time of devaluation its reserves 
were ample on currency and deposit ac- 
count. Nor were foreign balances in 
Belgium such that withdrawal of the 
foreign funds would deprive the coun- 
try of necessary gold reserves as was 
the case with Great Britain in 1931. 
What happened in the Belgian crisis 
was the effect upon Belgian industries 
and Belgian commerce of the fact that 
its price level measured in terms of gold 
was above that of the nations with 
which or in competition with which it 
did business abroad. It could only buy 
and not sell to advantage, the result 
being increasing industrial depression, 
unemployment and commercial stagna- 
tion, a form of economic pressure which 
no nation can resist if it is continued 
long enough. Belgium put up a brave 
fight but exactly what it was fighting 
for does not appear in the light of its 
industrial well-being. 


* 


Talk 


“Tt might not be a bad thing if both 
the layman and the economist thought 
a little more, discussed in private a little 
more, and said in public a little less. 
Democracy is undoubtedly the only 
fair form of government, but democ- 
racy cannot function wisely or effi- 
ciently if it is continually presented with 
half-baked inferences and opinions.” — 
Lloyds Bank Monthly Review. 

* 
Fleeing Capital 

It is inevitable that, in spite of all 
that the governments concerned can do 
about the matter, capital in those coun- 
tries still on gold but likely to go off the 
yellow metal over night will seek safety 
and ultimate profit in other countries. 
The United States at present is the 
haven of refuge for such capital and the 
inflow of gold from remaining members 
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of the gold bloc into this country has 
been considerable and will increase as 
the strain on the bloc continues. 

Incidentally this inflow of funds is 
exerting further pressure upon the in- 
vestment situation in this country, beat- 
ing down the price of high grade securi- 
ties already pounded to death by the 
excess of unemployed funds in the 
banks. One significant fact about this 
movement is that visiting foreign capi- 
tal is likely to stay here, for the promise 
of the future of business in the United 
States is better than that of any other 
great nation. 


Gold Bonds 


British holders of gold bonds of cer- 
tain American corporations have been 
given legal assurance that the recent 
decision of the Supreme Court has made 
possible the collection of the equivalent 
of the old gold value of their holdings in 
present day dollars. It may be added: 
possible but not probable. It is an in- 
teresting question whether congres- 
sional legislation making the discharge 
of the original contract in these obliga- 
tions impossible has the punch its con- 
gressional proponents thought it had. 


* 


Rails 


In the past three years the American 
railways as a whole have been compelled 
to borrow approximately half a billion 


$4,880,000,000 


Vice-president Garner signing the work 

relief bill, which carried a record-break- 

ing appropriation. With this measure 

out of the way, the Administration 

hoped to speed up the legislative 
program 


ACME 


KEYSTONE 


N. Y.S. E. 


Charles R. Gay has been nominated for 
the presidency of the New York Stock 
Exchange, succeeding Richard Whitney 


dollars to carry on. Last year they failed 
to earn their fixed charges by $32,000,- 
000, following deficits of $6,000,000 in 
1933 and $139,000,000 in 1932. Re- 
plenishment and reequipment, natu- 
rally, have suffered accordingly. There 
can be no doubt that many roads are 
grossly over-capitalized and that many 
are no longer worth what they once 
were and can never be brought back to 
a substantial earning power without 
drastic write downs. Nevertheless, it is 
well to remember that the losses thus 
noted are not much, if any, greater than 
those of many industrial concerns which 
have come back or are coming back into 
the zone of substantial profits. Common 
sense reorganization on the basis of 
present realities may do wonders for the 
roads and their security holders. 


* 


Soviets 


The Russian government has made 
heavier purchases in the United States 
in the first quarter of the current year 
than in the same period of any year 
since 1932, though the total of the pur- 
chases at around $6,000,000 is far below 
the volume of 1930 and 1931 when Rus- 
sian trade really meant something. It 
would be unfair to assume that the 
threat in Congress of the withdrawal of 
recognition from the government at 
Moscow has had anything to do with 
the increase, but it is safe to assume that 
if Russian business approached its old 
volume there would be prompt end to 
all such talk. 
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BEFORE: Here is a store property in Newton, Iowa, as it looked before remodel- 
ing with a new Pittco Store Front. Before modernization, the store stood practically 
vacant for several years, producing no revenue to speak of. 


THAW YouR “FROZEN” 
STORE PROPERTY ASSETS 
WITH NEW 


RECLOSED store properties 

which are unattractive, im- 
possible to rent or sell in their 
present condition . . . antiquated 
store properties in the hands of 
your trust department ... if 
you’re looking for a way to thaw 
these “‘frozen’”’ assets, to make 
them become profitable revenue- 
producers once again, we suggest 
that you investigate Pittco Store 
Fronts. 

Pittco Store Fronts are capable 
of working-wonders with out-of- 
date store space. Smart, modern, 
appealing to the eye, they entirely 
transform run-down properties. 
They make tenants easy to find, 
easy to keep. They attract the 
right buyers at the right prices if 
you wish to sell. And this ability 
of Pittco Fronts to improve and 
conserve revenue-producing pow- 
er is not fanciful theory, but solid 
fact, proved time and again by 
actual test throughout the 
country. 

Why not find out what remodeling with Pittco eae —— can ac- AFTER: And here is the same store 
complish for the unproductive properties you handle t pays to ° 
**Modernize Main Street’”’ with Pitteo Store Fronts! Let us send you a today, after 
free copy of our book “‘How Modern Store Fronts Work Profit Magic’’. ir ansformed SENOS 
It gives you complete information, contains numerous photographs of tenant is doing an excellent business, and 
Pittco-remodeled stores of many types and sizes, furnishes — the building owner is receiving a nice in- 
costs for fronts pictured, and indicates resulting increases in rentals, ; 
etc. By looking through this book, you can easily obtain an approxi- come from the property 
mate idea of the cost of remodeling your store properties. Clip the 
coupon below for your copy. 


T O R E F RO N T S Pittsburgh Paint 
Glass Products 


Pittco Store Front PRODUCTS OF Polished Plate 
Metal Glass 


PITTSSURGN 
PLATE GLASS COMPANY 


hy 


Pittsburgh Plate Glass Company, 

| 2391 Grant Building, 

| Pittsburgh, Pa. 
Carrara Structural Please send me, without obligation, your new 
| book entitled “How Modern Store Fronts Work 
| 


Profit Magic”. 


Pittsburgh Mirrors 
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The Puzzle of Prices and Yields 


The are answers to an inquiry addressed to 
economists on the future of prices (left) and Government bond yields (right) 


N these days of change, all business is solving riddles. The 
riddle of the future from the standpoint of general busi- 
ness is the matter of inflation, the future value of the dol- 

lar, especially in its relations to domestic price levels in the 
United States. The riddle of the future in banking is the same 
matter of possible inflation as affecting investments, particu- 
larly the yield on securities of a banking character. Upon a 
satisfactory answer to questions of the future stability of 
money, price levels and related business factors depends the 
return of industrial and commercial activity to a normal vol- 
ume, while in matters of finance a solution of the problem of 
safety and yields is essential to the return of long term finan- 
cing, upon which business recovery depends, and is necessary 
to the continued soundness, much more the prosperity, of 
every bank and other financial institution in the country. 

The effort and responsibility required of bank manage- 
ment in present circumstances are colossal. Bank managers 
are working with or against intangible, unseen forces of tre- 
mendous power over which they can have no control. Any 
possible light which can be thrown upon the trend of these 
forces is of the utmost importance in the formation of bank 
policies. 

Obviously, outright prediction of what is going to happen 
in the United States or the world generally in the course of 
the next five years or so is a dangerous undertaking, and one 
may suspect that the more any respon- 
sible authority knows about the situa- 
tion the less inclined he may be to ven- 
ture upon prophecy. Nevertheless the 
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By 
GEORGE E. ANDERSON 


opinions of men who have given their lives to the study of 
economic and monetary problems have a value in this con- 
nection which merits careful consideration. 

With a view to collating and coordinating the most au- 
thoritative opinions possible, BANKING has made a canvass 
of the leading economists of the country, widely scattered in 
their locations and viewpoints, and is now able to present the 
composite conclusions of over a hundred of these authorities. 

Each of these economists was asked to indicate in chart 
form his opinion of the direction commodity prices are likely 
to take in the next few years and, in the same manner, indi- 
cate the prospective course of yields upon Government se- 
curities. The commodity price level chart he was asked to ex- 
tend was based upon returns published by the Bureau of 
Labor Statistics in Washington. Bond yield estimates have 
been based upon statistics of Moody’s Investors Service. The 
opinions given were held confidential as to individuals so that 
each authority might feel free to express his innermost con- 
victions. 

The general opinion of these economists is that the price 
level will rise—in other words, that a certain amount of in- 
flation, or reflation if one prefers to call it that, is inevitable. 
The vote, expressed on a percentage basis, was 84 per cent 
predicting a rise, 4 per cent anticipating a continuation of the 
present level and 12 per cent expecting a fall in prices. When 
these general percentages are broken 
down, however, the diversity of opinion 
becomes somewhat picturesque. Fifteen 
per cent of the respondents expect that 
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the price level of 1926 will be reached by 1937; 21 per cent ex- 
pect it to be reached by 1938 and 12 per cent by 1940. Two 
per cent expect that the level of 98 per cent of the 1926 fig- 
ures will be reached by 1936, 2 per cent expect it by 1937 and 
4 per cent by 1940. The level of 90 is anticipated by 2 per 
cent in the course of the next year; another 2 per cent expect 
it by 1939; 11 per cent expect it by 1940. Three per cent look 
for a level of 85 by 1940 while 13 per cent of the authorities 
expect a rise in prices but are uncertain as to the extent of the 
advance. Four per cent of them expect the present price level 
to be maintained indefinitely. Few of the correspondents 
gave a definite opinion as to trends beyond 1940 though most 
of them seemed to expect a stabilization of prices on a higher 
level by that time. Several pointed out that while monetary 
and credit conditions suggest higher prices, perhaps on a 
rapid scale, low buying power on the part of consumers, 
which is likely to improve very slowly, acts as a brake upon 
other forces. 

Lower commodity prices are expected by 12 per cent of the 
economists expressing their opinions—a level of 75 per cent 
of the 1926 standard by 1938 anticipated by 3 per cent, a 
drop to 70 in the index level by 1940 expected by 7 per cent, 
a drop to 60 by 1937 anticipated by 1 per cent and a drop to 
50 by 1937 expected by 1 per cent. 

Naturally, even this breakdown of the returns fails to indi- 
cate the diversity of opinions on a subject so complicated, but 
several principles guiding the respondents are clearly evi- 
dent. Most of the opinions are based on the assumption that 
Government expenditures and financing will continue along 
the lines laid down by the Administration in the budget mes- 
sages but will go no further. A few of the opinions indicate a 
belief that once the present available bank and other credit 
is brought into use there may be no effective control for it 


and prices may rise indefinitely, two anticipators of inflation 
predicting a price level of 150 by 1940. 


Quite a number expect this level by 1945. Most of these au- 
thorities anticipate an ultimate drop of prices to lower levels 
after the period of inflation has passed. Practically all others 
agree that changes in the near future, whatever they may be, 
will be followed by a period of stable prices. As opposed to 
the prospect of much higher prices several of the economists 
point out that, usually, periods of inflation or rising prices do 
not last over two years, since, by the time the rise has run for 
that period, resistance is developed which checks a further 
rise—a buyers’ strike, for example. Most of those who expect 
a drop in prices look for this drop after a slight further rise. 


HIGHER YIELDS EXPECTED 


OPINIONS as to prospective yields on bonds, and presum- 
ably other investments, are more evenly divided, although 
the predominance of sentiment in point of numbers is sub- 
stantial. Contrary to general opinion, the majority of the au- 
thorities look for lower prices for bonds and an improvement 
in earnings. Fifty-six per cent vote for higher yields, against 38 
per cent who look for lower returns, while 6 per cent expect a 
continuation of the present level after a slight dip. 

As against this preponderance in the number of opinions, 
however, the more emphatic opinions of the higher prices— 
lower yield school are an effective offset in calculating 
weighted averages. 

Four per cent of the replies indicated that an average re- 
turn of 3 per cent would be reached by 1938, 4 per cent expect 
such a rate by 1939, while 19 per cent expect it by 1940. The 
rates of 3.25 per cent and 3.5 per cent are expected by 1940 
by each of two groups of 4 per cent of the respondents; 3 per 
cent of them expect a rate of 4.5 per cent by that year, while 
9 per cent expect a general rise but are uncertain of its degree. 

Of the 38 per cent of the replies expecting lower yields, 3 
per cent expect a rate of 2.6 per cent by 1940 and by the same 
year 7 per cent expect 2.5 per cent, 1 per cent expect 2 per 


Left, Owen D. Young, chairman of the board of the General Electric Company, photographed at 
a dinner in New York City. Right, S. R. Inch, president of the Electric Bond & Share Com- 
pany, as he testified recently before the House Interstate Commerce Committee 
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cent, 4 per cent expect 1.75 per cent and 12 per cent look for 
lower rates but are uncertain of the degree of decline. One 
prediction indicates a rate of 0.5 per cent by 1945; another 
1.4 per cent by 1939. Few of the replies are free of conditions. 
A large proportion of those looking for a rise do not expectit 
until after the current year. Many of them look for a steady 
drop until 1936 with a rise thereafter, while a few authorities 
expect a slight further dip and then maintenance of the 
present level. 

In general a rise in yields is expected on the theory that a 
continuation of cheap money, with even cheaper money in 
the offing, will finally result in the overflow of funds from 
Government securities into industrial and other securities 
which will finally take the lead, thus easing up the demand 
for Governments, lowering their price and thus increasing 
their yield. Continued increase in the price of bonds, with the 
resultant lowering of the yield upon them, is anticipated by 
the minority among the authorities on 
the theory that the abundance of funds 
evidenced by increasing bank deposits 
with a prospect of further large increase 
will so keep ahead of the demands of 
business for credit that banks and in- 
vestors generally will be forced to con- 
tinue their present policy of bidding up 
the price of Government and other high 
grade securities. 

Practically all the economists base 
their anticipations both as to commod- 
ity prices and investment yields upon 
certain assumptions as to Government 
policy. In most cases there seems to be a 
general assumption that the trends pre- 
dicted will be followed on the basis of 
present conditions, i.e., that present 
Government policies represented by 
gold devaluation and an enlarged gold 
base for the currency, present and pro- 
spective spending and borrowing as laid 
down in the budget messages, and pos- 
sibly more liberal credit and rediscount 
policies, will be carried out without ma- 
terial modification either way. In al- 
most every case conservative opinions 
were conditioned upon “no radical in- 
flation”, “no further devaluation”’, 
“no further change in the dollar’’, etc. 


TO bankers and trust men the 
question of possible inflation is 
not academic. They must answer 
it every day. The safety of other 
people’s money is at stake. The 
dilemma of investors, in view of 
the general feeling that prices are 
to rise, is the subject of interest- 
ing comment by G. E. Putnam, 
the economist, in an article on 
pages 64 and 65 of this issue. 
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Summed up, these economists expect a rise in commodity 
prices which, with some jerks and recessions, will reach be- 
tween 92 and 93 per cent of the 1926 level by 1940 and will 
thereafter remain more or less steady. In other words, an- 
ticipated inflation is expected to be comparatively moderate 
with an advance in prices of about 15 per cent over pres- 
ent levels. In this connection, however, it should be pointed 
out that the latter are unduly high because of high prices for 
agricultural products due to the drought as well as to 
Government aid, which may not be applied indefinitely. 
The advance in prices anticipated, accordingly, is somewhat 
greater than present figures would indicate. 

On the other hand, the anticipated improvement in bond 
yields is probably not so great as the figures indicate since it 
is generally thought that present yields are artificially 
low. No radical change in either commodity price levels 
or investment yields in the next few months is looked for. 


At the left, Myron C. Taylor, chairman of the board of the United 
States Steel Corporation. Right, Charles M. Schwab, chairman of the 
board of the Bethlehem Steel Corporation, as he returned from Europe 


at the end of March 
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Bonds 
Above 
Call Price 


E bull market for highest grade 
bonds has raised a number of ques- 
tions that require careful study by 

bankers, particularly those who are re- 
sponsible for managing bank investment 
portfolios. 

Not the least of these perplexities is 
what to do about premiums. Shall bonds 
selling above call prices be purchased 
and the premiums amortized or written 
off? What premium can safely be paid? 

If the country is now entering an 
important refunding era, these ques- 
tions are especially pertinent. Already 
we have seen several instances of high 
coupon bonds being replaced by issues 
bearing lower rates, and an important 
railroad has called a 4 per cent loan, pay- 
ing off the principal and interest in cash. 
To what extent similar operations will 
be attempted is not clear at this time, 
but there would seem to be a definite 
possibility that many favorably situated 
companies will at least discuss the ques- 
tion of refunding or retiring eligible 
securities. 

Thus the banker must bear in mind 
that the readjustment of corporate 
finances may go considerably further 
before a change in money market condi- 
tions erases the opportunity for such ac- 
tion. In buying bonds he will undoubt- 
edly find it advisable to use greater 
caution than ever as he makes his selec- 
tions. Market prices in themselves are 
often no accurate barometer of what a 
corporation’s finance committee or 
board of directors have in mind with re- 
gard to outstanding issues. At the close 
of 1934 the market obviously had not 
guessed that Swift & Company was soon 
to announce an important refunding 
operation, while the call of the Norfolk 
& Western 4s was something of a 
surprise. 

For many months it has been neces- 
sary for investors to pay high prices for 
quality, the highest, indeed, in a genera- 
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Amortization Plan 


+ connection with bond premiunrs, a feasible plan for proper amortiza- 
tion may well be considered. Following is a summary of the procedure 
adopted by one commercial bank of smaller size: 

A complete schedule of bonds purchased at a premium is prepared, ap- 
plicable to each six-month period. This schedule shows the book value of 
the bonds, the total premiums, the number of six-month periods over 
which the premiums are to be amortized to the nearest callable date or, in 
the case of uncallable bonds, to the maturity date. The entire premium 
on any single issue is written off so that the book value of all such hold- 
ings is at par. The total amount of premiums is then credited to the 
bond account and set up on the asset side under Bond Premium 
Account. 

The schedule showing the items making up the total of premiums to be 
written off in any six-month period is of course a permanent record, from 
which can be ascertained at any time what amount approximately of the 
premium on any particular bond has been taken care of within any given 
period. 

At the end of each six-month period, the Bond Premium Account is 
reduced by an amount not less than the total allocated to that particular 
period, and the Undivided Profits Account is charged accordingly. Since 
the deductions do not enter into the calculation for income tax purposes, 
there is no point in reckoning for amortization each coupon payment on 
bonds held at a premium in such a way as to apply each amount of write- 
off to the record covering each individual holding. Moreover, purchases 
and sales of bonds carrying a premium can be readily adjusted on the 
amortization schedule in any six-month period, so that the net amount of 
necessary write-downs at the close of the period can be taken care of by 
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tion. This situation, as everyone knows, 
is the result of the Government’s easy 
money policy, inaugurated early in the 
depression and since pursued vigorously, 
until the best grade short term securities 
were reduced to a money basis. 

The demand for nearby maturities 
reflected the uncertainties of investors 
and their desire for liquidity and quick 
turnovers of capital funds. This attitude 
is symptomatic of all early periods of 
convalescence from economic ailments, 
but in the present instance it has been 
strengthened by the fact that the Gov- 
ernment is doing an enormous amount 
of financing, mostly of a short term na- 
ture, and this at a time when the heavy 
industries, which normally supply a 
generous proportion of new bond issues, 
were still in the doldrums. 

Lower grade bonds, including specu- 
lative and semi-speculative issues, have 
enjoyed periods of prosperity, permit- 
ting their disposal at prices that at least 


enabled holders to reduce losses, but 
many bonds of this description have 
tended to follow speculative rather than 
investment trends. Whether important 
investors feared inflation or not, they 
have found it generally expedient to 
stay with fixed income obligations, for 
investment opportunities have been 
largely limited to such securities. 
Influenced by the law of supply and 
demand, gilt-edge bonds made their re- 
markable advance to levels that pre- 
sented, in many instances, liberal mar- 
gins over the prices at which they could 
be called. Ordinarily banks have pre- 
ferred to avoid commitments in issues so 
situated, but the relentless pressure of 
funds and the need for income, however 
small, has made it necessary to consider 
whether such policies should be revised. 
To some bankers, notably younger 
members of the profession, the premi- 
ums attained by large numbers of bonds 
presented a novel situation, for it had 
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been a long time since a comparable 
state of affairs existed. In buying high 
priced callable issues the banker is fully 
aware that he is running the risk of hav- 
ing his bonds retired, and he must de- 
cide whether the interim yield justifies 
the possible loss of a few points in the 
event of a call. 

Some investment experts advocate 
that banks continue to steer away from 
high premiums, holding that no institu- 
tion is justified in buying any bond on 
which it would stand to lose money, in- 
terest considered, if the issue was re- 
placed or redeemed. Perhaps no hard 
and fast rule can be stated to govern 
such cases, but it is obvious that banks 
are hardly in a position where they can 
be careless about even comparatively 
minor losses and shrinkages. 

Those who support this theory hold 
that investors, whether banks or indi- 
viduals, should be willing to take a cut 
in income, getting out of or avoiding 
bonds that offer no yields to their next 
call dates, and into non-callables with 
lower coupons. Banks that followed this 
procedure a year or more ago saw their 
profits mount handsomely as a result of 
their switches, and if the easy money era 
continues and makes possible an im- 
pressive amount of refunding, the pos- 
sibility of further appreciation in non- 
callable bonds would not appear to 
have been exhausted. 

Many banks are picking their bonds 
closely at the present time. They are 
willing to buy slightly above call values 
as a hedge between short and long term 
maturities, justifying their program by 
the fact that immediate yields compare 
favorably with returns from short term 
investments of other descriptions. In 
addition, if the bonds are not called for 
at least a year, the income is greatly en- 
hanced; if they are never called, the 
profit possibilities are obvious. 

On the other hand, a bank that buys 
too far above the call price is “out on a 
limb” if the bond is called. Conditions 
being what they are at the present time, 
it is the opinion of some investment ex- 
perts that banks should make a careful 
study of each individual situation and 
studiously avoid possibilities of loss. It 
is easy to surmise that a 4 per cent bond 
will not be called, but if corporate re- 
funding is greatly extended, no one can 
say that coupons of even that amount 
will be immune. 

It is true that a large proportion of 
the non-callable eligible bonds are to be 
found in the railroad list, which for 
various reasons—some of them very 
practical, others undoubtedly psycho- 
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logical—has lately suffered. Industrials, 
on the other hand, are mostly subject to 
retirement; many of them were issued 
during a period of high money rates and 
the companies protected themselves 
against just such a contingency as the 
present by inserting a call provision. 
Numerous industrial bonds went well 
above their retirement levels when the 
boom struck the market, some without 
much regard for earnings. It is interest- 
ing to note that the demand for these 
issues has tapered off and that obliga- 
tions of utility operating companies 
have increased in popularity. 

Many banks are today hedging their 
investments. They are wary of high 
premiums commanded by so many de- 
sirable issues, and they want to guard 


against a reaction. They are willing to 
buy some bonds, callable in the imme- 
diate future or at the moment, purely 
as short term investments to be held for 
yield; and there is always the possibility 
that the redemption or exchange will 
not be undertaken. Such holdings can 
be balanced with issues having more dis- 
tant call dates—say, two, three, four or 
five years. If a bank does not hold suffi- 
cient short term securities it can often 
put funds into obligations callable at a 
near date, thus achieving a combination 
of near and long term investment. 
Each bank’s investment program 
must be carefully designed to meet its 
own needs and its own appraisal of both 
present and future conditions. During 
the period of heavy demand for short 


At top: Ralph Kimball, Western Union official, and H. S. Kern, vice- 
president of Postal Telegraph, at a hearing of the Communications 
Commission. Lower picture: Mr. and Mrs. Henry Ford on a visit to the 
Berry Schools in Georgia, to which Mr. Ford has made contributions 
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term securities some institutions have 
been actuated consistently by the 
thought that in an advancing market, 
due to expanding deposits, there is no 
point in preferring early maturities be- 
cause reinvestments inevitably have to 
be made at unsatisfactory returns. 
Banks taking this viewpoint have ig- 
nored the question of maturity for the 
sake of soundness in their purchases. 
Some experts on bank portfolios 


maintain that an institution can find 
enough attractive issues selling below 
call prices, or without a present call 
feature, to reduce or eliminate the need 
for premium payments. Although bond 
market shoppers these days are apt to 
be discouraged if they are seeking only 
standardized, well advertised goods, 
they may find that painstaking search 
will uncover more profitable and equally 
secure purchases. 


At top, F. A. Shick, vice-president and comptroller, Bruce Bromley, 
senior counsel, and S. W. Wakeman, vice-president, all of Bethlehem 
Steel, at the munitions hearing. The lower picture shows Donald 
Callahan (left), vice-president and director of the American Mining 
Congress, talking with James A. Emery, general counsel of the Na- 
tional Manufacturers Association, when the two were in Washington 
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The Bond Portfolio 


HUGH D. MACBAIN of Wood Stru- 
thers & Company, in a commu- 
nication to BANKING, suggests a 
simplified method for keeping 
constantly in touch with the 
bonds in a bank’s portfolio— 


pears to be no purely scientific 

method of managing investment 
portfolios. A perfect formula for avoid- 
ing losses in bond accounts, moreover, 
probably never can be devised. Some 
bankers who have been singularly suc- 
cessful in keeping security losses at a 
minimum indicate that they have to 
some degree followed a philosophy simi- 
lar to that of fire insurance under- 
writers. 

Briefly, fire insurance companies ac- 
cept liability on buildings in proportion 
to the hazards involved. Any company 
will accept more insurance on a so- 
called fireproof building than on proper- 
ties more subject to fire, even though 
the latter carry higher premiums; and 
the underwriter will accept greater 
liability on protected dwellings in any 
area than on commercial properties. 

This is so in spite of the fact that 
protected dwellings produce compara- 
tively small premium income. The rea- 
son, of course, is that losses on dwellings, 
which may be compared to principal 
loss in bonds, are comparatively light. 
Therefore, in spite of the substantially 
lower premium income on dwellings 
insured—comparable to the lower re- 
turn on gilt edged bonds—the net profit 
over a period of years is substantially 
above that derived from more hazard- 
ous risks carrying the higher premiums. 

Another factor in successful insur- 
ance underwriting is that the companies 
at all times keep a close check on the 
per cent of liability they have in various 
classes of risks in any area. They do not 
accept new liability without first deter- 
mining if an additional line of insur- 
ance will cause a top-heavy percentage 
in any one class of risk. Following this 
formula the astute bond buyer would 
not acquire new issues without having 
definitely in mind the exact percentage 
invested in one class of security in rela- 
tion to total holdings. 

It would seem that to “underwrite” 
an investment portfolio successfully, 
a bird’s-eye compilation of some sort is 
essential. A table somewhat similar to 
the sample offered on page 83 enables 
one at a (CONTINUED ON PAGE 83) 
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Shifting from Bonds 
to Bank Loans 


By W. A. LYON 


Financial writer on the staff of the New 
York Herald Tribune 


E search by banks and corpora- 
tions for a means of improving 
their earning power has led them, 

in the last half year, to collaborate in 
exploring an entirely new field for bank 
credit. In trying to cut down on capital 
charges, a number of industrial organi- 
zations have turned to refundings. In 
casting about for new loans, more than a 
few banks have encountered these cor- 
porations bent on reducing the rate of 
interest paid on long term borrowed 
money. Between them, they have 
worked out an arrangement whereby 
the industrial concerns can call in their 
outstanding indebtedness with funds 
provided out of the more than ample 
supply which the banks, thanks to the 
easy money policy, now find at their 
disposal. 

Up to now the transactions of this 
kind have not been numerous enough to 
constitute what in these days is called a 
movement. But figuring in the several 
examples which have already been en- 
tered in the records are some corpora- 
tions which stand in the front rank of 
American industry. And the amount of 
loans and advances involved in 12 of the 
outstanding deals foots up to no less 
than $214,000,000. The whole story is 
not told, furthermore, by the operations 
that have come to light. The power of 
example and precedent is so strong that 
the usefulness and possible application 
of the principle of carrying through re- 
fundings with bank loans is being stud- 
ied with care in many parts of the 
country. 

It would appear at first that the re- 
funding idea could be used only by 
those corporations able to call in their 
outstanding indebtedness immediately. 
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But, formidable though this list is in 
length, the potentialities of refundings 
with bank loans may possibly not end 
there. Information in banking quarters 
is that certain corporations with bonds 
which cannot be called now are weigh- 
ing the advisability of offering holders a 
new bond in exchange, plus a cash pay- 
ment, the funds to be raised by bank 
borrowings. 

As for the corporations which have 
already consummated or announced 
plans to refund with bank loans their 
debt not presently due, the group in- 
cludes, among others, Gulf Oil, General 
Baking, Chrysler, Remington Arms, 
Standard Oil of New Jersey, Chicago 
District Electric Illuminating, Amer- 
ican Tobacco and Socony-Vacuum. 
There are several other companies 
which have placed debentures with 


banks and others, with investment 
bankers acting as intermediaries, to 
raise funds for refundings. Among the 
latter are Dow Chemical, Sun Oil, Sun 
Pipe Line and Bangor Hydro-Electric. 

Perhaps the foremost instance of re- 
fundings handled directly with the 
banks is that put through by the Stand- 
ard Oil Company (New Jersey). This 
corporation is one that did not take ad- 
vantage of the fashionableness of com- 
mon stocks in the later 1920’s to retire 
its funded debt with the proceeds of the 
sale of additional stock to shareholders. 
It had worked out a program of bond 
retirement of a certain yearly amount 
out of earnings. The savings in interest 
effected in this way were genuine, but 
the point came when a 5 per cent rate 
did not do full justice to the credit of a 
corporation of Standard of New Jersey’s 


Left, D. N. Nelson, vice-president of Sears Roebuck & Co., and, right, 
J. J. Harrington, of the American Newspaper Publishers’ Associa- 
tion. Both pictures were made at the Senate’s hearings on the N.R.A. 


HARRIS & EWING 


17 


| 


strength and unblemished financial 
record. 

Two courses were open. The company 
could retire the $90,000,000 of 5 per cent 
debentures in the time-hallowed way of 
selling publicly another issue of long 
term securities at a lower rate of inter- 
est. But this alternative had at least 
two unfavorable features. The compil- 
ing of the information required by the 
Securities and Exchange Commission 
would be, for a concern whose activities 
are so widespread and large, expensive 
and time consuming. Second, since the 
corporation was pushing forward so 
vigorously with its retirement of debt, 
it was really not long term money which 
was required. 

What the banks did in this instance, 
therefore, was to help the corporation 
anticipate its bond redemption pro- 
gram. The company supplied out of its 
own cash balance enough money to re- 
deem $8,000,000 of the debentures and 
to take care of the call premium. The 
banks provided $45,000,000 of short 
term loans, and $37,000,000 more came 
from a serial debenture issue, privately 
taken, all of which would be retired by 
February 1, 1941. The average cost of 
the bank loans and the debenture money 
was substantially below 5 per cent. 
An interest saving of even 1 per cent on 


the $90,000,000 issue would be $900,- 
000 a year—no unimportant economy 


for even Standard Oil of New Jersey. 

Explaining that prompt action was 
deemed advisable, Walter C. Teagle, 
president of the company, said: “A 
public offering, involving registration, 
unfortunately could not be considered, 
because the company is not in a position 
to submit to a certificate of independent 
audit. Such an audit covering subsidi- 
aries operating in all parts of the world 
has been under way since May 1, 1934, 
but will not be completed before next 
Spring.” 

This operation is typical of the others. 
Another corporation had outstanding 
$30,000,000 of 6 per cent debentures of 
a subsidiary, which matured in 1940. 
Again, long term money was not 
wanted, for the company proposed to 
retire the issue at maturity anyhow. In- 
stead, it took from its own treasury part 
of the funds necessary to retire the de- 
bentures and, for the rest, obtained 
$25,000,000 of straight bank loans from 
its depositary institutions, on one, two, 
three, four and five-year notes, dis- 
tributed equally among the five maturi- 
ties. The saving in interest will be 
$1,200,000 a year, or 28 cents a share on 
the company’s stock. 

A third corporation put up $12,000,- 
000 of its own funds and borrowed $25,- 
000,000 through bank loans and deben- 
tures to commute a lease costing 
$2,500,000 a vear. The loans and deben- 


tures mature serially in from one to 12 
years and bear interest at rates ranging 
from 1% to 3% per cent. The savings 
will average over $1,500,000 a year, ex- 
clusive of amortization of new debt, 
equal immediately to 30 cents a share 
and eventually to 50 cents a share. In- 
terest and principal repayments com- 
bined amount to less than $2,500,000 a 
year. The lessor, in turn, called $35,- 
000,000 of collateral trust 6%s it had 
outstanding. 

A fourth corporation retired, on Feb- 
ruary 1, $3,916,000 of 10-year 514 per 
cent debentures with the proceeds of 2, 
2% and 3 per cent notes maturing in 
1935, 1936, 1937 and 1938. A fifth re- 
deemed two bond issues totaling $28,- 
197,000 and financed the transaction 
with $27,000,000 of bank loans, payable 
semi-annually at substantially reduced 
rates of interest. To take only one more 
example, a sixth corporation called 
$34,000,000 of 6s with the proceeds of 
4 per cent notes, due February 1, 1937, 
which it sold to three banks. 

While, for the most part, the practice 
has been limited to refunding opera- 
tions, there have been a scattering few 
instances of the banks taking medium 
and long term obligations from a cor- 
poration to supply wholly new money. 
Yet, even though the volume of new 
money furnished has been inconsider- 
able in comparison with the refunding 


Left to right: A. J. Brosseau, president of Mack Trucks and vice-president of the Automobile 

Manufacturers Association; Alvan Macauley, president of the Packard Motor Car Company 

and president of the Automobile Manufacturers Association; B. E. Hutchinson, treasurer of 

Chrysler Corporation; and Alfred P. Sloan jr, president of General Motors Corporation. They 
were attending hearings on the Wagner labor disputes bill 
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money, the operations have had, to 
some degree, the effect of making sums 
available for new construction and ex- 
pansion. For the amount of the interest 
savings has been added to the funds at 
the corporation’s disposal for capital 
expenditures. 

One generalization possible about the 
cooperation of banks and corporations 
in refundings is that the accommoda- 
tions have been reserved for concerns 
of exemplary financial strength. This is 
not altogether attributable to the 
habitual precautions of the banks. A 
large portion of the advances so made 
will necessarily have to be carried in 
corporate balance sheets under current 
liabilities. Only those companies whose 
financial sturdiness is beyond impeach- 
ment would brave the risk of presenting 
to stockholders and the public a balance 
sheet with current liabilities suddenly 
swollen without at least a corresponding 
increase in current assets. Only those 
corporations confident of being able to 
conduct their operations without resort 
to bank credit would dare to exhaust 
their short term borrowing power by 
contracting bank loans to pay off long 
term debt. 

One other thread which seems to run 
through the recent bank refunding deals 
is the restriction of them to corpora- 
tions whose long term debt would be 
extinguished, in the normal course of 
events, in a reasonably small number of 
years. There has not been revealed any 
disposition on the part of the banks to 
give accommodation to a concern desir- 
ing to transfer a bond maturing 25, 30 
or 40 years hence from the hands of the 
public to the banks for the mere sake of 
shaving 1 per cent or more off of the 
interest rate. It is known that some 
banks have been importuned by cor- 
porations to take over their really long 
term obligations and hold them to 
maturity at a lower interest. Some of 
the very banks which participated in 
the short to medium term loans to 
corporations for refunding purposes 
have steered clear of taking obligations 
of a distant maturity. 

While realizing that the long term 
issues privately bought, unlike listed 
bonds, would present no problem of 
depreciation so long as default of inter- 
est was avoided, these banks have been 
impressed by the fact that the issues 
could not be disposed of until they were 
registered with the Securities and Ex- 
change Commission. If the business of 
the corporation took a turn for the 
worse during the life of the privately 
placed long term issue, the reluctance 
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KEYSTONE 


Joseph P. Kennedy (at center of head of table), chairman of the Securi- 

ties and Exchange Commission, with other commission members on 

the occasion of a visit to the New York Stock Exchange. Chairman 

Kennedy’s earnest efforts to reopen the capital markets are beginning 
to show signs of success 


of the corporation to apply for registra- 
tion would be increased. But, even if the 
bond were registered, under those con- 
ditions, at a later date, sale of it would 
be difficult and would involve certain 
loss. 

In helping corporations to refund 
bonds with bank loans and privately 
taken debentures, the banks have cast 
themselves in a new réle. It is nothing 
new for banks to lend money to cor- 
porations for additions and improve- 
ments. They have been doing that for 
years and performing thereby a neces- 
sary function of the capital market. But 
they have made these advances pending 
the time when the investment market 
was ripe for their refunding, with the 
interval between the grant of the loan 
and its repayment through public sale of 
securities usually less than a year. 

Obviously, the refundings which have 
been carried out recently constitute 
some departure from the old practices. 
The reasons therefor are traceable pri- 
marily to the fact that conditions in the 
investment market have experienced a 
change in the last few years. Public 
financing by established companies has 
been virtually at a standstill, owing in 
part to the circumstance that, with busi- 
ness activity at a low level, new funds 
were not needed and in part to the fact 
that the procedure for marketing securi- 
ties has been altered. The Securities Act 


was passed, providing for the filing with 
the S.E.C. of a considerable quantity of 
data by the issuing corporation and 
holding the directors of the borrowing 
concern and the investment bankers 
liable for the facts as presented. 

Rightly or wrongly, directors of some 
corporations have considered the liabil- 
ity provisions of the act too severe and 
have regarded the compiling of the in- 
formation required of an issuer as too 
expensive and onerous. But the prob- 
lems posed by the act were of scant im- 
portance to a good many of the leading 
corporations until the opportunity of- 
fered to undertake some refunding 
operations. 

At this juncture the corporations 
found commercial banks with problems 
of their own. They discovered that the 
banks were under some compulsion to 
improve their earnings. With the de- 
mand for business credit slack and the 
volume of commercial loans continuing 
to shrink, the banks had been turning 
more and more to Government securi- 
ties as earning assets. But the increas- 
ingly intensive easy money policy was 
tending to make the competition so 
keen for Government securities of the 
maturities which banks ordinarily buy 
that they did not seem able to compen- 
sate for the steadily declining yield by 
enlargement of the volume of their 
holdings. (CONTINUED ON PAGE 78) 
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A political map of the United States in 1832 


BY JOHN HANNA 


Professor of law, Columbia University; 
member of the District of Columbia Bar 


the identity of Thomas Willing, as 
the latter started home to luncheon 
from the president’s office at the First 
Bank of the United States in 1811, he 
would have said the sober figure was a 
prosperous merchant, a judge or a 
banker. Each surmise would have been 
right; Willing had been all three and a 
success in each. 
A few years later, when Nicholas 
Biddle exhibited his elegant figure in the 
streets of Philadelphia, the visiting 


I a stranger had been asked to guess 


stranger might have called him, in 
Biblical language, a rich young ruler; 
but whether the affable aristocrat was 
an English diplomat, a poet after the 
manner of Lord Byron, or a popular 
lawyer, the appearance would have 
given little clue. One of the last guesses 
would have been that the handsome 
young man was the president and vir- 
tual dictator of the Second Bank of the 
United States and a financier whose 
shrewdness rivaled that of the Roths- 
childs. 

The Second Bank of the United 
States began business in April 1817. 
Its organization was much like the 
First Bank, except that it had a capital 
of $35,000,000 instead of $10,000,000 
and had 26 branches, at a time when the 
noble horse was the fastest moving ob- 
ject between two geographical points. 


In 1832 the United States 
made a decision as to its 
banking system which af- 
fected greatly the nation’s 
entire economic history 


William Jones was the first president. 
The Bank was almost wrecked by ex- 
cesses of its first two years, particularly 
at the Baltimore branch. Langdon 
Cheves succeeded Jones and, by rig- 
orous retrenchment and scrupulous hon- 
esty, restored the Bank to respectabil- 
ity. By the end of 1822, when the safety 
of the Bank was no longer in question, 
complaints began to circulate that 
Cheves was too conservative. Cheves 
was defeated for reelection in 1823 and 
Nicholas Biddle, a director since 1819, 
took his place. 

Biddle belonged to a distinguished 
Philadelphia family, was a Princeton 
graduate and had been a youthful 
diplomat under Monroe in London and 
Armstrong in Paris. He was a wit, a 
man of literary talent, a sophisticated 
gentleman, a clever and resourceful 
financier, and, for all his aristocratic 
connections, he had a liberal apprecia- 
tion of the qualities and abilities among 
the pioneer leaders in the newer states. 
Biddle was 37 years of age when he be- 
came president of the Bank, but there 
was no immaturity in his comparative 
youth. His conciliatory manner, ver- 
satile tact, industrious habits, keen 
intuitions and tenacious will were fully 
developed, and from the moment of his 
election he was the accepted dictator of 
the Bank’s policies. 

If Biddle’s reputation could depend 
upon his first six years with the Bank of 
the United States, he would rank among 
the half dozen leading financiers in 
United States history. His skill in effect- 
ing both foreign and domestic exchange 
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An economic map of the United States in 1935 


transactions, in anticipating Govern- 
ment revenues and the payment of 
Government expenses, and in adjusting 
discount policies to suit local exchange 
situations exhibited the confident skill 
of a brilliant technician. By 1829 the 
Bank’s fine achievements had all but 
obscured the memory of its early faults. 
Its relations with the state banks 
had reached a comparatively agreeable 
phase. Political criticism flared up now 
and then but in the few matters that 
came before Congress for decision the 
Bank’s friends in the House and Senate 
were in an overwhelming majority. 
The Bank and its many branches 
kept clear of politics with unusual con- 
sistency. As its president, Biddle was 
of course in constant touch with the 
leading men of the day. He was friendly 
with both Webster and Clay, who were 
both at various times borrowers from 
the Bank and who were both employed 
by the Bank on legal business. Webster, 
as United States Senator from Massa- 
chusetts, saw no impropriety in writing 
to Biddle reminding him that his re- 
tainer had not been refreshed as usual. 
The evidence from all sources is con- 
clusive that Biddle was firmly against 
mixing politics and banking. He tried 
to have all important groups repre- 
sented among the directors of a branch, 
but he refused to be drawn into any 
practice by which the Bank would be 
bound to take any certain number of 
directors from any party. As Biddle 
pointed out, the hazard of equal division 
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of parties was that it enforced upon the 
Bank incompetent or infirm persons in 
order to adjust the numerical balance of 
directors. His correspondence shows 
that Biddle was time after time ap- 
proached with political arguments in 
respect to his policies and that he al- 
ways resisted, and compelled his sub- 
ordinates to resist, any invitation to 
participate in political controversy. 
Biddle once remarked, “Dean Swift 
said, you know, that money is neither 
Whig nor Tory, and we say with equal 
truth that the Bank is neither a Jackson 
man nor an Adams man; it is only a 
bank.” 

Not only was it Biddle’s practice to 
refrain from active connection with 
politics but his correspondence shows 
his constant aversion to making loans 
for any but legitimate business reasons. 
Biddle himself was not a borrower from 
the Bank and his influence was strongly 
against retaining as directors, either in 
Philadelphia or in the branches, men 
who were inclined to use Bank resources 
for loans to themselves or others on any 
but a sound banking basis. 

This was the situation when Andrew 
Jackson became President of the United 
States in 1829. The subsequent bitter- 
ness between Jackson and Biddle makes 
it hard to believe what nevertheless 
seems to be a fact—that Biddle in this 
election was a supporter of Jackson 
rather than Adams. Biddle had no par- 
ticular reason to fear Jackson in 1829, 
whatever he may have heard about 


Jackson’s prejudice against all banks 
and his suspicion that the United 
States Bank, or at least some of its 
branches, had worked against his elec- 
tion. Biddle knew that the Bank had 
not taken part in the opposition to 
Jackson and he was confident that he 
could convince Jackson of this im- 
partiality. Biddle knew too that the 
Bank was really in sound condition and 
that this fact could be demonstrated to 
the satisfaction of Congress and pre- 
sumably also to Jackson. Moreover, 
Biddle may have felt, which was prob- 
ably true, that he had the sort of per- 
sonality more likely to be distrusted at 
close range by John Quincy Adams 
than by Andrew Jackson. 

In the light of after-events it is a 
curious and somewhat pathetic fact that 
net any of the charges made against the 
Bank in the fight between 1829 and 
1832 for a recharter were true at the 
time they were made, and yet the Bank 
subsequently was guilty of substantially 
every discreditable practice alleged 
against it. Had it continued the policies 
which guided it from 1823 to 1829 its 
ultimate recharter would almost cer- 
tainly have been accomplished, even if 
the Jackson supporters had been ini- 
tially successful and had persisted in 
their opposition. 

Jackson, in his messages to Congress 
in 1829, 1830 and 1831, indicated his 
doubt of the Bank’s constitutionality 
and in general his opposition to it as 
organized at that time, at least. But 
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From a cartoon of 1837, the original of which is in the New York Public Library. 
The figure in the center, dressed as a woman and wearing a knife, is Jackson, who 
is resting his hand on Van Buren’s shoulder 


even in his first message his language 
was not particularly militant and his 
messages became progressively milder. 
The Bank had a clear majority among 
the Jackson supporters in Congress and 
its friends dominated Jackson’s cabinet. 
It also had powerful support among 
Jackson’s most intimate advisers. Dur- 
ing the first years of Jackson’s ad- 
ministration the Bank had an oppor- 
tunity to demonstrate its usefulness as a 
fiscal agent of the Government. This 
fact was not only appreciated to its full 
extent by Secretary of the Treasury 
McLane, but also by Jackson himself. 

The charter of the Second Bank 
would expire in 1836. It was only nat- 
ural that its officers, friends and 
clients should desire to have its fate 
determined at as early a date as possi- 
ble. Negotiations for the renewal of the 
Bank’s charter were actively under 
way as early as 1830. For the ultimate 
destruction of the Bank responsibility 
must be shared among Biddle, Clay, 
Webster and Jackson. The blame is 
iaostly Biddle’s, although to Clay is 
due more than to any other statesman 
of the first rank the chaos in American 
banking and finance which continued 
almost without interruption between 
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the Government’s fight with the Second 
Bank and the establishment of the 
Federal Reserve System in 1913. 

Had Clay supported the renewal of 
the charter of the First Bank, its life 
would almost certainly have been ex- 
tended from 1811 to 1831. The third 
renewal would therefore have come 
before Congress in 1827 or 1828 while 
John Quincy Adams was President. 
There can be little doubt that the Bank 
would have been rechartered for a 
period which would have extended its 
life beyond the Jackson and Van Buren 
administrations. While the Bank always 
would have been subject to some politi- 
cal assaults, it would have established 
itself, after 50 years, as a permanent 
factor in our financial structure much 
like the Bank of England. It might have 
contributed materially toa more orderly 
development of American institutions. 

In one sense, of course, Jackson is to 
blame for the destruction of the Second 
Bank, because, had he been in favor of 
it, its charter would easily have been 
accomplished. Webster’s responsibility 
is less but still considerable, because, 
had Webster used his influence to keep 
the Bank out of the presidential cam- 
paign of 1832, which he might have 


done, the Bank would likely have been 
continued. The reason why Biddle is 
most to blame is because the politicians, 
Jackson, Webster, Clay and the rest, 
were fixed factors in a situation which 
Biddle was obliged to evaluate in all its 
aspects. Biddle made his decision and 
his judgment was wrong. There is 
every reason to suppose he would have 
won had his decision been different. 
The whole struggle is an interesting 
psychological illustration of the fact 
that a man’s second judgment may well 
be worse than his first. His second 
judgment may be based upon no new 
facts, but may be marked by an inclu- 
sion of emotional elements absent when 
the first conclusion was formulated. 
Biddle had every reason to know Jack- 
son’s prejudices, his flaming and reck- 
less courage when an issue was defined 
in terms of personal combat, and his 
remarkable popular strength. Biddle, 
of course, had no easy task, because in 
addition to Jackson’s predilections Bid- 
dle had to meet the opposition of Amos 
Kendall and Hill of the “ Kitchen Cabi- 
net,” Attorney General Taney and Van 
Buren. Besides, this a number of dis- 
reputable political hangers-on, one of 
whom at least had endeavored to de- 
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fraud the Bank, were busy circulating 
scandal about the institution and its 
officers. 

On the other hand, Biddle was an 
absolute insider with the officials of the 
Treasury Department up to the Secre- 
tary himself. He was certain that the 
fiscal officers of the Government would 
present the Bank to the President in 
the most sympathetic way possible. 
Probably every member of the cabinet, 
except Taney, was in favor of the 
Bank’s recharter. Van Buren was being 
sent as Minister to England. Through 
William B. Lewis, himself a member of 
the “Kitchen Cabinet” and one of 
Jackson’s most intimate friends, Biddle 
was in a position to discover and to a 
certain extent neutralize the activities 
of Kendall and Hill. All that Biddle 
needed to do was to save Jackson’s 
face and to consent to a few charter 
amendments in order to change the 
President’s mild opposition to a tepid 
acquiescence. 

It is interesting to note that Clay 
appreciated all this and set it out to 
Biddle with perfect clarity in 1830. 
Clay at that time was a private citizen 
of Kentucky and was writing to Biddle, 
not as a candidate for office, but as a 
friend of the Bank and as a man of 
political insight and experience. He as- 
sured Biddle that it would be impossible 
to obtain a recharter of the Bank 
against Jackson’s opposition because 
there would not be a sufficient majority 
in Congress to over-ride a presidential 
veto. Clay went on to say that a number 
of Jackson men wanted to make the 
Bank a political issue; that if a re- 
charter bill was presented and defeated 
before the election of 1832 the Bank 
question would undoubtedly be a plank 
in the political platform; that Jackson’s 
reelection was likely; that if he were 
reelected on an anti-bank platform the 
Bank’s ruin was certain. 

However, if there should be no ap- 
plication for a recharter until after the 
election and no reference to it as a 
political issue, the Jackson men who 
were friends of the Bank could persuade 
him to consent to recharter, especially 
in order that Jackson’s second ad- 
ministration might have the advantages 
of the Bank’s support in some of the 
Government’s fiscal policies. The same 
advice came to Biddle from McLane, 
Secretary of the Treasury, from Lewis 
and others. Moreover, this advice 
coincided with Biddle’s own opinion. 

A year later Clay was nominated for 
President by the National Republicans. 
This party was in search of an issue. 
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With surprising obtuseness, considering 
how easy it always is to arouse popular 
prejudices against any financial institu- 
tion, these Whig politicians thought 
that they had a winning issue in support 
of the Bank. They not only wanted to 
support it themselves, but they were 
determined to drive Jackson into an 
anti-bank attitude. To make Jackson’s 
attitude perfectly clear, they were set 
upon bringing the Bank matter up in 
Congress before election with the ex- 
pectation and hope that Jackson would 
veto the bill. Then they would have an 
issue and the moral and financial sup- 
port of the Bank, and with that they 
expected to defeat Jackson for reelec- 
tion and to put Clay in the White 
House. 

Clay forgot all about his previous ad- 
vice to Biddle, and with the help of 
Webster and other Whigs began to urge 
Biddle to apply at once for a recharter. 
Biddle hesitated and Clay’s friends re- 
newed their pressure, not without in- 
sinuations as to possible revenge if 
Biddle showed no appreciation of what 
the Bank’s supporters were doing in 
its behalf. There was little actual 


secrecy in all this political maneuvring. 
Finally McLane, after a conference 
with Jackson and with Jackson’s con- 
sent, went to Biddle and promised that 
if the Bank matter were not brought up 
until after the election Jackson and the 
Democrats, if successful, would favor 
recharter with certain amendments. 

Biddle considered the amendments 
with some of his directors and decided 
that their provisions were reasonable 
and would not unduly interfere with 
the continuation of the Bank’s regular 
activities. Whatever Biddle might have 
thought about Jackson’s deficiencies as 
a statesman, he must have known 
that he could rely upon Jackson’s word 
and McLane’s assurances. From that 
moment Biddle should have returned to 
his own steady policy of keeping the 
Bank out of the political arena. Instead, 
he continued his conversations with the 
Whigs, and at last Senator Dallas of 
Pennsylvania, at Biddle’s request, in- 
troduced apologetically in January 
1832 the Bank Recharter Bill. 

Biddle established personal head- 
quarters in Washington, employed lob- 
byists, printed (CONTINUED ON PAGE 66) 
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After a trip to America Charles Dickens wrote of “‘a handsome building 
of white marble which had a mournful, ghost-like aspect dreary to 
behold. I attributed this to the sombre influence of the night, and on 
rising in the morning looked out again, expecting to see its steps and 
portico thronged with groups of people passing in and out. The door 
was still tight shut, however; the same cold cheerless air prevailed, 
and the building looked as if the marble statue of Don Guzman could 
alone have any business to transact within its gloomy walls. I hastened 
to inquire its name and purpose, and then my surprise vanished. It 
was the tomb of many fortunes, the great catacomb of investment— 
the memorable United States Bank.”’ 
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$17,500,000,000 Deposits 
In State Banks 


BY ROBERT M. HANES 


President of the Wachovia Bank and Trust 
Company, Winston-Salem, North Carolina 


j pws figures on which this and subsequent articles in this series are 
based were gathered by the Committee on State Bank Research of the 
State Bank Division of the American Bankers Association, of which the 
author is chairman, from reports furnished through the generous coopera- 
tion of the state bank supervisors in the various states. 

This committee has assembled figures on resources and liabilities of 
state banks at the close of each year since 1930, and now for the first time 
makes public the facts revealed by these compilations, together with 
numerous additional figures gathered for the first time for 1934. 


MPROVEMENT in the condition of 
state banks in almost every respect 
during 1934 is shown by statistics 

recently assembled. 

Ever since 1921 the number of state 
banks in the United States has been 
declining. (The term “state banks” as 
used in this article and those which fol- 
low it in the series includes all state- 
chartered banks except mutual savings 
banks.) Between 1931 and 1934 the 
decline was rapid. At the end of 1931 
there were 13,225 state banks, but dur- 
ing 1932 this number was decreased by 
1,313, and by the end of 1933 an addi- 
tional 1,425 state banks had disap- 
peared from the scene, bringing the 
total down to 10,487. Figures for De- 
cember 31, 1934, show that the down- 
ward trend has not yet ended, but the 
decline last year was only 412, the 
smallest in 12 years. This is an event of 
first importance and deserving of more 
than passing notice. 

Even more significant was the ending 
of the decline of deposits in state banks 
which had been going on since the col- 
lapse of the stock market boom in 1929. 
In recent years for which figures are 
available the drop has been particu- 
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larly abrupt. Total deposits in state 
banks declined from $20,395,762,000 on 
December 31, 1931, to $15,424,823,000 
on December 31, 1933. The record for 
1934 shows a recovery to $17,508,766,- 
000 at the year-end. It is particularly 
gratifying to note the expansion of de- 
posits, since it was their decline which 
made necessary the liquidation of in- 
vestments, the calling of loans, and all 
the other phenomena which go under 
the name of “deflation” and have 
brought banks so much criticism in re- 
cent years. It is now plain that this was 
only the effort of the banks to place 
themselves in the possession of enough 
liquid assets to meet the growing de- 
mands of depositors for the return of a 
part of the money which had been 
placed on deposit. 

That this is true is borne out by the 
movement of invested funds of state 
banks, which has paralleled that of de- 
posits. These invested funds (loans and 
discounts plus investments) for state 
banks, dropped from $20,291,320,000, 
at the end of 1931, to $14,915,773,000 
at the end of 1933. By December 31, 
1934, however, they had recovered to 
$15,769,510,000. All of this gain is ac- 


counted for by the increase in invest- 
ments during 1934, the expansion 
amounting to approximately $1,300,- 
000,000. As for loans and discounts, 
they registered a slight drop again in 
1934, but the rate of decline was much 
smaller than in previous years, which in 
itself is progress. Whereas the drop in 
loans and discounts amounted to ap- 
proximately $3,300,000,000 in 1932, 
and to approximately $1,300,000,000 in 
1933, it was less than $500,000,000 in 
1934. The reason for the slight decline 
in 1934 will be suggested later in this 
article. 

In another respect the balance sheet 
figures for December 31, 1934, were 
especially impressive. Bills payable and 
rediscounts of the state banks, which at 
the end of 1932 had reached a depres- 
sion high of $669,709,000, had dropped 
by the close of last year to the low 
figure of $82,101,000. One must search 
the records as far back as 1917 to find 
bills payable and rediscounts of state 
banks at a lower figure. Moreover, it is 
reasonable to expect a further reduction 
of such borrowings during the current 
year. 

These are only a few of the interesting 
facts revealed by a study of the data 
collected by the Committee on State 
Bank Research. Subsequent articles 
will contain many more. For example, 
there will be presented in the June issue 
a tabulation of the main balance sheet 
items of the state banks in each state as 
of December 31, 1934, compared with 
the figures at the end of 1933. This will 
throw into relief the differences in bank- 
ing developments in 1934 in different 
sections of the country. It will show 
that, in spite of the decline in total 
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$26,640,433,000 
22,427,935,000 
19,754,014,000 
21,615,247,000 


loans and investments last year, there 
were at least nine states in which the 
banks increased their loans and invest- 
ments over the end of 1933, some of 
them by substantial amounts. It will re- 
veal the states in which the banks man- 
aged to increase their surplus funds dur- 
ing a year in which profits were not 
large. It will show those states whose 
experience was contrary to the prevail- 
ing trends. In short, the tabulation will 
make possible numerous interesting 
comparisons of banking experience in 
various states with those of states simi- 
larly situated. 

In another article there will be pre- 
sented earnings figures for state banks 
covering slightly more than half the 
states. Such figures are not collected by 
all states. This will be the first time that 
such data have been compiled and 
published together, arranged so as to 
permit of comparison. The aggregate 
figures show that in the states which fur- 
nished earnings reports there were satis- 
factory operating profits in the year 
1934, as a general rule, but that the 
losses written off against loans (all of 
which were probably made in previous 
years) were almost 20 per cent larger in 
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the aggregate than the operating prof- 
its. Here is obviously one of the expla- 
nations of the fact that loans and dis- 
counts of state banks did not expand in 
1934. With such a loss experience on 
previous loans, banks have naturally 
been justifiably cautious about making 
new loans unless they could feel reason- 
ably certain that similar write-offs 
would not be necessary eventually on 
them. It is a fact so well known as to 
need no emphasis that the number of 
good loans available in 1934 was not 
only distinctly below normal, but prac- 
tically reached the vanishing point. 
These two conditions obviously were 
mainly responsible for the further de- 
cline of loans and discounts which took 
place last year. 


EARNINGS FIGURES 


THE earnings figures will also give 
such information as the proportion of 
gross earnings provided by interest and 
by service charges; the amount paid out 
as interest on deposits, and as salaries 
and wages. It will also show earnings 
and expenses computed in dollars per 
hundred dollars of invested funds. Thus 
comparison of the earnings records of 


the banks in various states will be made 
possible. 

It is planned to conclude the series 
with a compilation of certain significant 
ratios computed for each state from the 
resource and liability figures. These 
ratios will provide indexes of the extent 
to which the banks of various states 
have placed their deposits in loans and 
discounts (as contrasted with invest- 
ments), and the proportion of cash re- 
sources which banks in each state keep 
on hand to meet the demands of their 
depositors. The intention is to include in 
the final article the comments of and 
conclusions drawn by the committee 
under whose supervision the figures 
were compiled. 

The facts, figures and conclusions of 
this series of articles will be highly valu- 
able to every state bank. They will pro- 
vide standards against which every 
bank can measure its own performance, 
both as to earnings and as to invest- 
ment and reserve policies, to determine 
whether it is above or below the aver- 
age for all banks in its state, and if so, . 
why. For these reasons it is hoped that 
the series will be carefully followed by 
all practical bankers. 
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Volume Statistics for Personnel 


BY J. W. MILLER 


Comparative Statistics on Commercial Tellers Division 
LTHOUGH the large metropolitan 

banks have made use of internal 
January February March April May operating statistics for years in 

Numper or TELLERS... 9 9 8l4 8% 8 controlling their expenses and arranging 
CHECKS CASHED their routine, this is not generally true 
AMOUNT 706,662 797,625 695,900 701,575 of the medium sized banks located out- 
Peak day 72,136 71,542 68,961 67,619 side the big business centers. After a 
Daily average < 32,121 31,905 27,836 28,063 bank grows toa size where it is impos- 
Daily average per teller 3,754 3,275 3,508 sible for the managing head to be a part 

Peak day 1,802 1,692 1,612 of all the activity in the institution, 
Daily average 918 878 874 some substitute must be found which 
Daily average per teller 108 103 109 will keep him informed of the volume of 
CASH DEPOSITED various transactions handled by his per- 
AMOUNT 1,740,965 1,449,294 1,642,150 1,540,650 1,534,800 sonnel. Departmental operating statis- 


Peak day 119,907 113,826 112,982 108,567 107,966 
Daily average 69,638 65,877 65,686 61,626 _—61,392 
Daily average per teller 7,737 7,320 7,728 7,250 7,674 WRICR Cicer 


DEPOSITS operations may keep himself informed 
eee 25,725 21,472 23,975 22,800 —-23,000 of the trend of activities in the different 
Peak day 1,630 1,545 1,539 1,449 1,456 departments. The information derived 
Daily average 1,029 976 959 912 920 from such data is invaluable in the 
Daily average per teller 114 109 113 107 115 control of departmental expenses. 


MAN-POWER 


ONE of the biggest items of inefficiency 

Comparative Statistics on Commercial Bookkeeping Department _and waste in the class of banks referred 
to above is the unscientific handling of 

man-power. Generally speaking, this 

January February March April May laxity is most prevalent in banks having 

NUMBER OF BOOKKEEPERS.... 15 15 14 13 between five and 50 millions of dollars 
Total Ledger Sheets Extended. 128,250 107,250 125,650 113,425 in deposits. The increase and the de- 
Average per Bookkeeper per crease of the number of employees in 


Working Day 342 325 359 349 ‘ 
Tora DEBITs 238,875 196,680 228,200 212,450 209,625 the different departments is based on 


Average per Bookkeeper per opinions and not on actual facts as it 
Working Day 637 596 652 607 645 should be where such information can 
TotTaL CREDITS 39,750 33,330 38,500 36,050 35,100 be obtained. For example, we will say 
per the head teller goes to the proper officer 
with a request that his department be 
given additional help. Unless the officer 
is presented with figures showing the 
trend of the volume of business handled 
Comparative Statistics on Transit Department by this department, his reply to the head 

teller cannot be an intelligent one. 


Total Number of Ave. Number of Ave. Number of Number Or we will look at this from another 


Month Outgoing Items Outgoing Items Outgoing Items of . : 
Per Month Per Working Day _ Per Employee Employees angle. We will . ay that the officer - 
Per Working Day charge of operations is receiving period- 


190,862 8,298 1,383 6 ically statistics on the volume of busi- 
159,933 6,953 1,159 ness handled by a certain department 
peed and the figures reveal a gradual falling 
176,608 7,064 1378 off in activity. Perhaps the head of some 
176,284 6,780 1,323 other department has made a request 
150,694 6,028 1,205 for more help and his departmental data 
147,298 5,455 1,091 prove that his request is in order. It is 

September... . 145,196 5,807 1,161 

132,750 5,310 possible that shifting an employee 

November.... 132,416 5,757 1,396 between these two departments will 


December. .... 139,350 5,360 1,340 eliminate the necessity of increasing the 
BANKING 


Control 


bank’s personnel. Of course, this is a 
very rough and theoretical example 
and in actual practice the problem 
would be more involved, but it brings 
out the point. 

When you speak of departmental 
statistics to the average bank official 
outside the bigger banks, he immediately 
visualizes a great amount of time being 
consumed by high-salaried employees 


in gathering such data. Generally speak- 


ing, however, this is far from the truth. 
Most statistics on departmental volume 
activity can be accumulated by an 
ordinary clerk and in a very short space 
of time. For example, one may want to 
know the number of checks cashed and 
deposits received by the commercial 
tellers. It is not necessary to count each 
individual item. By using an adding 
machine scale running from one to one 
hundred and by placing it along side 
the listings on the batch sheets, thou- 
sands of items can be counted in a few 
minutes’ time. Large quantities of 
items may be counted with reasonable 
accuracy by weighing them after deter- 
mining the approximate number of 
pieces in one pound. 


CONTROL TABLES 


THE accompanying tables show a few 
simple statements which very clearly 
reveal the trend of volume activity in 
the departments which they represent. 
A study of these will show how easy it 


is to control the number of employees in | 


the different departments when you 
know the volume of transactions they 
are handling. For illustration, consider 
the report of the transit department 
which shows a gradual decrease in the 
volume of items handled and a propor- 
tionate decrease in the number of people 
employed. The statements from the 
other departments reveal similar facts. 
The fractions represent part-time em- 
ployees who divide their time between 
several departments. 

There is no intention to convey the 
impression that one can disregard the 
human element altogether and depend 
entirely on cold figures in dealing with 
the personnel. But it is through the use 
of these cold figures that one is able 
to determine the trend of the efficiency 
in an organization. They form the 
basis for intelligent action. 


May 1935 


** THERE is no intention to convey the impression 
that one can disregard the human element alto- 
gether and depend entirely upon cold figures in 
dealing with the personnel. But it is through the 
use of these cold figures that one is able to de- 
termine the trend of the efficiency in an organiza- 
tion. They form the basis for intelligent action” 
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Robbery in Five Minutes 


By M. H. HILL 


President of the First 
National Bank, Smith 
Center, Kansas 


T was a few minutes before three 
o’clock. There were six employees, 
including officers, and six customers 

in the bank and we were in the midst of 
the afternoon’s business. 

I was seated at my desk in the offi- 
cers’ section waiting on one of the cus- 
tomers. 

“This is a holdup. Stand up!” came a 
brusque command. I looked up and 
saw three strangers just inside the door, 
one of whom wore a mask and carried a 
machine gun. The two others were not 
masked and carried automatics. 

“Get back, everybody get back 
there!” was the next command. I stood 
up and stepped back from my desk. 

Before moving away from the counter 
one of the employees tripped a silent 
alarm which rang in two offices outside 
our bank. One bandit, with machine 
gun poised for instant use, quickly es- 
tablished himself on the steps leading to 
the mezzanine in the front of the bank; 
this position gave him a sweeping view 
of the whole bank floor, as well as 
command of the nefarious business at 
hand. 

A second bandit, carrying a small 
black bag, came through the gate to the 
officers’ section. He glanced hurriedly 
into the two front private offices and 
then went back to the cage division. 

“Which one is the cash drawer?” he 
snapped out. No one answered. Putting 
his automatic into a shoulder holster, he 
proceeded to scoop up the currency in 
the cash drawers at both the first and 
second windows, as well as the currency 
on the counter. 

By this time the telephones began to 
ring repeatedly. 

“What’s that?” excitedly called one 
of the bandits. 

“Tt’s the telephone,” answered one 
of the bank force. Employees in the 
offices that had been warned by our 
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alarm were telephoning to make in- 
quiry. Undoubtedly, the ringing of the 
telephones caused the bandits some 
apprehension. 

The telephone rang again. 

“Ts that an alarm?” called the 
masked bandit. The other bandit in the 
bank lobby also called out the same 
question. 

The bandit behind the counter, as he 
closed his bag containing the currency, 
asked, “Can anyone open that back 
there?”’, referring to the vault. No one 
answered. 

The telephone rang again. 

“That’s the signal. Come on, let’s get 
going,” one of the bandits called from 
the lobby. 

Then the one back of the counter 
said, “Let’s take plenty of ’em with 
us,” poking his gun into the back of the 
cashier. 

During this time the unmasked 
bandit in the lobby had lined up the 
customers against the opposite wall. 

The gunmen then herded the six 
officers and employees together and 
marched us out of the bank in such a 


manner as to shield themselves. The 
customers were left inside. 

Outdoors a small crowd had gathered. 
One of the onlookers queried, ‘‘ What’s 
this, a holdup?” Another replied, “No, 
I guess they’re just practicing for the 
Little Theater.” Even one of the 
bandits smiled. 

An officer of the other bank was on 
the walk opposite our bank, with a 
revolver. 

“Don’t start anything,” called one of 
the bandits and another threateningly 
pressed his gun against the head of the 
cashier. It would have been folly for the 
man across the street or for anyone to 
have fired at the bandits, who, armed 
with a machine gun and two other guns, 
much in evidence, were in entire com- 
mand of the situation. 

The six of us were marched to the 
south side of the bank building where 
the bandits had parked a car, which we 
afterward learned had been stolen a 
short time before in a nearby town. 

The two women employees of the 
bank were ordered into the back seat of 
the car, beside one of the bandits. The 


Federal agents on the pistol range in the basement of the Department 
of Justice building in Washington 
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The motor car and the open road have 
added to the difficulty of finding a solu- 
tion to the problem of bank robbery 


other two bandits sat in the front seat 
and ordered the rest of us to stand on 
the running boards. 

The whole affair probably took less 
than five minutes. 

The bandit driver of the car was 
somewhat confused, apparently, as to 
how to find the through highway about 
a mile north of town. He inquired. We 
answered truthfully. 

About two and a half miles out of 
town, the bandit driver slowed down, 
let the four of us off the running boards 
and drove hurriedly on, still keeping the 
two women in the back seat of the car 
as hostages. 

“You girls are just as safe with us as 
if you were at home. Sorry you will 
have to walk back,” one of the bandits 
advised the women. Nonchalantly, he 
offered the girls cigarettes. 

The women were released about six 
miles from town. 

By this time the sheriff was in pur- 
suit, but with their head-start the 
holdup men had made a clean getaway. 

Fortunately, none of us was harmed 
in any way. The loss to the bank was 
approximately $2,000, fully covered by 
insurance. The check from the surety 
company for the full amount of the loss 
was received in our office five days after 
the robbery. 

My first thought during the experi- 


ence was to study the robbers so that 
they could be identified later if op- 
portunity were given. My second 
thought was that I wanted everyone, 
employees and customers alike, to obey 
instructions of the bandits so far as 
possible. It would have been no less 
than suicide to have resisted men so 
well armed. 

After going through that experience 
I wonder, naturally, how such bank 
holdups can be prevented. 

To keep down the amount of loot 
bank robbers might obtain, I firmly be- 
lieve that banks should carry as little 
cash as possible not under time lock; the 
less that is exposed, the less profitable 
such banditry will be. 

Bank officers and employees should 
coolly study the robbers so as to make 
possible later identification, when and 
if the bandits are apprehended. It is 


The Drive on Bank Criminals 


IN conducting the Government’s campaign against the nation’s known 
bank robbers, estimated to number 5,000, Department of Justice agents 
can operate under a number of Federal statutes. 

Their most potent legal weapon is the law enacted about a year ago 
making the robbery of a national or Federal Reserve member bank a 
Federal offense, a valuable protection which the proposed Banking Act 
of 1935 would extend to all insured institutions. Under the existing 
statute the Bureau of Investigation of the Department of Justice had 
inquired into bank robberies up to early April, and had convicted 50 


persons. 


The protective department of the American Bankers Association 
reports in the April Bulletin that on March 1 there were 129 burglars, 
bandits, sneak thieves, forgers, etc., awaiting trial. Arrests made since 
September 1 last year totaled 137, and during the same period 128 


convictions were secured. 
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well to observe height, color of hair and 
eyes, complexion, probable weight, 
ears, noses, chins and any scars or other 
peculiarities. Mental notation should 
also be made of profiles of the men, for 
Government and state officers possess 
many photographs of criminals to aid 
identification. 

To give alarms quickly, there should 
be foot bars or knee buttons for operat- 
ing silent alarms. These should be so 
installed that they can be operated 
when officers or employees are seated at 
desks, as well as from teller windows. It 
is obviously impossible for any one to 
operate a signal with his hands during 
a holdup. 

I believe that victims should obey 
instructions of the bandits so far as 
possible; they should talk no more than 
absolutely necessary. 

Bankers should carry only a reason- 
able amount of cash on their persons, 
and diamonds or other jewelry should 
be insured. Ordinarily, I understand, 
bank robbers do not take personal 
property of officers and employees, but, 
in our case, most of us were relieved of 
our billfolds and jewelry. 

Bullet proof glass, tear gas and other 
devices may be decidedly worth while, 
but I feel emphatically that the real 
answer is efficient national, state and 
city police units which can capture and 
punish criminals. This would be the 
best way to make unpopular the sport 
of robbing banks. 

The danger to the great number of 
country banks is apparent, and only 
effective police measures, backed by 
stringent laws and the best protective 
devices in the banks themselves can 
off-set bank banditry. 
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The Ultra-Modern Budget 


By JOSEPH S. CREWS 


The author is in the investment counsel depart- 
ment of Charles D. Barney & Company, New York 


OMMON-SENSE and not his 
[; knowledge of military tactics 
enabled Napoleon to understand 
that an army traveled on its stomach. If 
our great army of unemployed is to be 
moved back into productive enterprise 
by the methods of the past it must be 
through the use of the financial food 
called capital. If this shift is to be 
accomplished under individual capital- 
ism, the job is that of the capitalists—if 
under some other system, the state may 
act instead of the individual. Neverthe- 
less, the necessity for capital will not be 
eliminated in that event. 

As a profit and loss economy, the 
fountainhead of the hybrid capitalistic 
system reposes in finance as distinct 
from business. The financial part of this 
dual system derives the power to inject 
life into business from that extremely 
sensitive form of wealth broadly known 
as money. Consequently, as a measure 
of wealth and because a large part of our 
wealth is in this form, the matter of 
money is fundamental. Whether or not 
this should be such a vital factor is of no 
concern at the moment. The point to 
bear in mind is that it is actually the 
case. Despite its importance, there is no 
intention in this article to discuss the 
irrepressible conflict between business 
and finance or the fact that, after almost 
a century and a half of supremacy of the 
latter, a great deal of evidence is avail- 
able to support the belief that the trend 
is in a direction which may eventually 
lead to a reversal of this position. 

Critics who object to the monetary 
and fiscal course followed by the Admin- 
istration are confronted with the state- 
ment that they have nothing to offer as 
a substitute. The truth is that adoption 
of the “easy way” out automatically 
makes taboo suggestions which would 
mean a reversion to the “hard way”. 
Having taken an initial move in the 
direction of the soft money path, de- 
fenders of the course are forced to utilize 
the same method which another New 


Dealer attempted to make use of some 
2,000 years ago. 

“Well you know,” said Socrates to 
Thrasymachus, “that if you ask a per- 
son what numbers make up twelve, 
taking care to prohibit him from an- 
swering twice six, or three times four, or 
six times two, ‘for this sort of nonsense 
will not do for me’—then obviously if 
that is your way of putting the question, 
no one can answer you’’—and that is 
today the difficulty which confronts one 
who wishes to offer constructive sug- 
gestions. 


BUDGETS; GOLD 


BROADLY speaking, the money ques- 
tion hinges around two primary points. 
First, a balanced budget or, to speak 
with more precision, budget equilibrium, 
and, second, the matter of a fixed gold 
content for the currency with an auto- 
matic gold standard. With public ex- 
penditures absorbing, as they now do in 
many countries, a quarter or more of the 
national income, the economic and so- 
cial significance of the budget in a coun- 
try which fosters a private capitalistic 
economy can hardly be over-empha- 
sized. Moreover, the expanding use of 
public funds for non-fiscal purposes has 
added meaning to Gladstone’s observa- 
tion that “Budgets are not merely 
affairs of arithmetic but in a thousand 
ways go to the root of prosperity of 
individuals, the relation of classes and 
the strength of kingdoms”. 

Since January 1931 fiscal fashions in 
the United States have dictated that 
the budget remain unbalanced. In each 
fiscal year of the past five the gaps be- 
tween income and outgo have widened 
and the uncovered parts of the body of 
public expenditures have increased. It is 
not intended to suggest that this coun- 
try, despite the length, size and type of 
its deficit, is wearing an original crea- 
tion. In fact, application of the remark 
made some years ago, that “this year 
budgets are being worn unbalanced”, 


would still enable many of the countries 
of the world to appear well dressed. 

This epidemic of unbalanced budgets 
is not just an incident in the general 
worldwide disorder. Instead it is a direct 
and immediate result of the depression. 
At the same time it is a rather clear-cut 
cause of much of the acute confusion 
which exists in the financial part of our 
economic system today. No uncertainty 
exists as to the immediate cause of most 
budget deficits. Public expenditures are 
by their nature much more rigid than 
public revenues. Most tax systems, on 
the other hand, are poorly adapted to 
withstand a severe drop in the level of 
business activity. When, during a de- 
pression, this condition is further em- 
phasized by the adoption on anextensive 
scale of the theory of public expendi- 
tures for social purposes while there is 
continued heavy dependence on the 
purely fiscal principle of taxation, the 
matter of an unbalanced budget is 
likely to become one of the most baffling 
that a government has to face. 

The two requisites of any plan for 
budget balancing are, first, that it be 
workable and, second, that it be sub- 
stantially in accord with the principles 
of the economic system under which it 
is to function. Under pure capitalism 
the only course: which could conform 
with these two requirements would be 
to let what have been termed the 
“natural” forces do their work. In other 
words, permit bankruptcies, compro- 
mises and readjustments to eliminate 
the unwieldy debts and unbalances 
built up during the preceding period of 
prosperity. 

Admittedly such a course cannot be 
carried out today. Misguided humani- 
tarians, along with labor, insisting on 
the efficacy of high wages, capitalists 
forgetting that capitalism is both a 
profit and loss economy, and “liberal” 
thinkers who want to retain capitalism 
but insist on tampering with it, forget- 
ting that the principal trouble with 
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capitalism is continued interference, all 
make this impossible. In short, balanc- 
ing the budget by cutting expenditures 
alone is not practical because it is in- 
consistent with the expenditure of 
public funds for social purposes. 

Between the extremes of the expan- 
sionist and contractionist theories of 
budget balancing, there lies a middle 
ground which conforms closely with the 
type of capitalism that is now being 
followed. This middle course, as the 
name might imply, is based on the 
principle of “equality of sacrifice”. In 
addition to being consistent with the 
program of attempting to maintain the 
principal (but not the interest) of the 
existing debt structure, this plan has 
theaddedadvantageof not being entirely 
experimental. It was adopted by Austra- 
lia in 1931 and the results to date have 
been highly satisfactory. In fact, Aus- 
tralia, whose fiscal affairs at that time 
were in a highly precarious state, has, 
considering their condition, probably 
made greater progress in rehabilitating 
her finances than any other major na- 
tion of the world. 

The fact that public expenditures, as 
previously pointed out, are far more 
rigid than revenues does not preclude 
some reduction in ordinary disburse- 
ments during a depression even though 
the saving may be more than offset by 
an increase in expenditures for unem- 
ployment relief and other social pur- 
poses. This was recognized in fact at 
least by the Democratic platform in 
1932, which called for a reduction of 25 
per cent in Government expenses. For 
the benefit of those who contend that 
conditions in March 1933 were so 
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different from those in 1932 as to make 
the carrying out of such a pledge im- 
possible, let it be remembered that 
President Roosevelt in his economy 
message of March 1933 not only voiced 
an appeal for such a program but that 
Congress later enacted the legislation 
necessary for effecting the reduction. 
The fact that most of these expenses 
have already been or are in the process 
of being restored does not mean that 
from an economic standpoint they could 
not be saved. 


A PROGRAM 


STATED briefly, a program of budget 
balancing on the principle of “equality 
of sacrifice” would involve five major 
steps: 

1. There should be a substantial re- 
duction in the Government’s ordinary 
expenditures. This reduction should be 
actual and not by transfer of ordinary 
disbursements to the emergency cate- 
gory. 

2. Emergency Government agencies 
operating as a part of the “spending 
program” should cease to make further 
commitments. 

3. Repayments to Government lend- 
ing agencies should be used to retire the 
national debt. 

4, Unemployment should be provided 
for through direct relief with the funds 
derived from a tax on the incomes of all 
employed persons, the proceeds to be 
used exclusively for relief purposes. 

5. Having provided a fairly stable 
tax base for unemployment relief funds, 
intelligent use should be made of taxa- 
tion to accomplish the social purposes 
now being attempted by monetary 


THE PLAN COMES FIRST 


Under the pressure of rigid economic 
plans, Russia, for example, has had to 
increase her budgeted expenditures 
from time to time. The increase has 
been met largely through the popular 
internal loans. Under the Russian sys- 
tem capitalism’s ‘‘private risk’? is in- 
corporated in the budget. 

The picture at the left was made at 
the Hammer and Sickle Steel Works in 
Moscow, where a signboard shows the 
progress of various departments in sub- 
scriptions to a government loan. 

According to their speed in reaching 
the goal, the departments are repre- 
sented by turtles, donkeys, horsemen, 
airships and other symbols. 


manipulation, crop restrictions, price 
fixing and other dubious methods. 

Obviously, such a program could not 
be carried out without considerable 
sacrifice and, in many cases, suffering on 
the part of those affected by the pro- 
posal. Moreover, putting such a program 
into effect would not bring about a 
quick recovery. It would, along with 
action for definite stabilization of the 
currency, lay the basis upon which to 
build a sound and sustained recovery. 
At the same time it would eliminate the 
possibility of further impairment of the 
Government’s credit and thus insure 
130,000,000 people against having to 
face hardship and suffering far greater 
than now confronts the 20,000,000 
people on relief rolls. 

Realistically considered, a reversal in 
the current course would in the end be 
far more humane than its continuance. 
The policy of caring for millions of un- 
employed through the issuance of “red 
ink” bonds, if continued, must eventu- 
ally claim its tens of millions through 
destruction of the national credit, the 
cruelest and most wicked punishment a 
government can inflict upon its people. 

Despite a recognition of the fact that 
history is made largely by panaceas, 
balancing of the budget is not advocated 
as a cure for the country’s ills but merely 
as a step toward insuring the stable 
monetary base which is indispensable to 
a lasting recovery. In fact, until definite 
action is taken to settle the two points 
which together constitute the vital 
money question, the whole effort to 
restore recovery must be characterized 
as a program of hope in opposition to 
economic experience. 
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Among the important de- 
velopments has been the 
increased momentum of 
the movement toward 


large scale refunding 


Union terminal, Chicago, owned by Chicago Union Station Company 


WIDE WORLD U. aU. 
Walter C. Teagle, president of the George M. Verity, chairman of the Charles H. Swift, chairman of the 
Standard Oil Company (New Jersey) board, American Rolling Mill Company board, Swift & Company 


The first refunding by an operating railroad company in the current movement 


for sale or as, an offer to buy, of as.a sélicisation of am offer t0 buy any of such bonds. The offering is made 


$6,400,000 
sees and New England Railroad Comp: an 


bonds a8 to principal. Interest payable semi- 
October 1. Redeemable by Company thirty days” 
at 105% and accrued interest, and callable for king und on A 1 in any yeat 


32 BANKING 


| 
i 
it 
‘ 
4 
ta 
< | 
| 
NEW_ ISSUE 
| 


The Accord in Banking Opinion 


the attitude of the American Bankers Association in 

regard to the Banking Act of 1935, now pending before 
Congress, made up a large part of the deliberations of the 
Executive Council at Augusta, Georgia, April 15, 16 and 17. 
The result was a definite consensus among the members ap- 
proving the position taken on this legislation by the execu- 
tive officers of the Association and the special committee 
designated to study the bill and formulate recommendations 
in regard to it. 

During the course of these discussions the various details 
of the bill were brought to the attention of the Council and 
unusually frank expressions from many points of view and 
representative of all types of bankers were presented. The 
unanimous conclusion was reached that the responsible 
representatives of the Association had found the best com- 
mon ground possible under existing conditions. 

Briefly, it was pointed out that the position taken by the 
representatives of the Association was as follows: 

(1) Approval of Title I of the Banking Bill of 1935, pro- 
viding for a permanent Federal deposit plan which would 
limit assessments on member banks to a known amount or 
ratio each year and restrict insurance to $5,000 on a single 
account; 

(2) Recommendations for the rewriting of Title II along 
lines, as presented by the American Bankers Association 
(pages 36 and 37 of the April issue of BANKING), which would 
strengthen the independence of the Federal Reserve Board 
and preserve its freedom from political control, with a clear 
understanding that Title II would be opposed vigorously 
in its present form; 

(3) Approval in substance of Title III, which deals for the 
most part with technical, detailed and non-controversial 
amendments to the various Federal banking statutes. 

In opening the session, President R. S. Hecht stated that 
although some bankers had favored opposing Title II with- 
out compromise, practical conditions at Washington would 
make such a course both unwise and ineffective. The better 
course, he said, “‘is to make it clear that we are ready to help 
in molding and guiding whatever legislation is to be enacted, 
so that it will be conceived along lines of sound banking and 
public policy.” 

He added: “ We have made it clear that we are unalterably 
opposed to anything like partisan or political domination of 
banking and that we would favor Title II only if the changes 
we have proposed and which we believe essential to proper 
independence of the Federal Reserve Board are carried 
out.” 

He then urged the Council members to express themselves 
without reservation in order to guide the officers in continu- 
ing to obtain satisfactory legislation, and threw the session 
open for this purpose. Full advantage of this opportunity 
was taken by a number of members representative of various 
types of banking and sections of the country. 

It was notable that they entered the discussion not in a 
controversial or antagonistic attitude, but manifestly in an 
earnest desire to analyze and understand fully the position 


: FULL and unrestricted discussion of the policies and 
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taken by the Association officers on a number of points, and 
add their own views in arriving at a sound, working program 
representative of all aspects of banking and its diversified 
interests. 

It was noted also that in every instance where a specific 
question or issue was raised the officers were able to give a 
constructive answer, indicating either that their position 
already taken covered the suggestions made, or else giving 
reasons why it would be impracticable to go any further 
along the lines suggested. 

Summed up, those who spoke showed a distinct tendency 
to analyze very closely the question whether the Association 
was taking a sufficiently strong stand against tendencies at 
Washington to extend Government and political domination 
over banking through creating, in effect, a centralized and 
politically controlled version of the Federal Reserve System. 

Throughout, the dominating note of those participating 
was the desire to develop the widest possible understanding 
of the subject and the broadest possible teamwork to aid the 
representatives of the Association in bringing about the best 
possible results. Also, outside the formal proceedings, Fed- 
eral legislation affecting banking was the outstanding topic 
of conversation and interchange of views. 

The final outcome, of both official and unofficial discus- 
sions, was complete approval by the Council, in formal action 
at the closing session, of the position that had been taken by 
the Association’s representatives. This was expressed by 
Richard S. Hawes, President of the Association in 1919, 
who said: 

“For over twenty years I have attended these Council 
meetings. In my recollection I do not know, except probably 
in connection with the 1913 incident of the Federal Re- 
serve, when more valuable and constructive work has been 
done by a committee than that which is being done by the 
one which is working on the proposed Banking Act of 1935. 
It therefore occurs to me that this Council should express its 
gratitude for the fine efforts of these gentlemen and say to 
them that we are behind them in their efforts and that we 
approve their recommendations as they have been pre- 
sented.” 

Put to vote as a formal motion this sentiment was unani- 
mously approved by the Council. 

The temper of the sessions was again alluded to by Presi- 
dent Hecht in his closing remarks at the Family Dinner the 
evening of April 17, which brought the meeting to a close 
when he said: 

“Perhaps at no time have we bankers faced a more crucial 
period than we face today. At no time has it been more im- 
portant that we seek together for a ground of common 
understanding. Your officers have gone to Washington to 
try to represent the broadest possible welfare of many dif- 
ferent kinds of bankers. We did not seek to serve the ends 
of any particular group. We sought the best thing that could 
be found on behalf of all bankers as devoted citizens of our 
country. You have given us advice and criticism in a kindly 
and understanding way. You have strengthened our spirit to 
press forward in your service.” 
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The Condition of BUSINESS 


in the business picture during the latter half of March 

and the first half of April, though such changes can 
scarcely be said to have modified materially the fundamental 
situation. 

Developments of the month that may be classed as favor- 
able include: (1) a distinct improvement in residential build- 
ing; (2) improvement in industrial production, particularly 
in automobiles; (3) a continuance of brisk retail trade in the 
rural areas; (4) a cessation of the declining tendency in prices 
that had been a feature of the February recession in business; 
(S) a spectacular increase in the rate of security refunding, 
under the leadership of the United States Treasury; and (6), 
on the foreign front, the orderly devaluation of the Belgian 
currency. 


changes outnumbered the unfavorable 
1 


Against these changes there have been certain 
offsets, the principal ones being (1) a pro- 
nounced failure on the part of retail business 
in the urban centers to keep pace with its performance in the 
rural areas; (2) severe dust-storms over a large part of the 
Middle and South West, with accompanying threats of a 
renewal of last year’s drought; (3) a disturbingly rapid ad- 
vance in retail food prices; and (4) renewed business unsettle- 
ment as a result of fresh silver legislation. 

In the banking situation, as distinct from that of business 
generally, the principal tendencies revealed included a sud- 
den expansion in time deposits at a juncture when demand 
deposits were showing a recession; a drop of substantial 
proportion in loans against securities, and the rapid growth 
of a new tendency in corporate financing whereby bank loans 
are being employed to replace long term loans and even 
preferred stocks. 

The rise in time deposits among the reporting member 
banks in the leading cities amounted, between March 6 
and April 10, to $28,000,000, and brought this item to the 
highest level in many months. Presumably the change 
reflects the steady decline in the rates obtainable on high 
grade investments, which rates tend to make the rates paid 
by many banks look more and more attractive. The fact 
that no interest is now paid on demand deposits undoubt- 
edly has helped to stimulate the movement. 


A FEW 
OFFSETS 


REFUNDING The decline in bank loans backed by securi- 
OPERATIONS ties is explained largely by the Government S 
arch financing operations. In preparation 
for this refunding the dealers purchased large amounts of the 
old issues, and arranged to have the banks “carry” the 
securities. Once the refinancing was over, however, the 
dealers disposed of the securities and thus reduced their 
loans. The drop for the period of five weeks was $156,000,000, 
with $132,000,000 of it accounted for in the New York 
District. 
As to the drift of corporations “into the banks’’, this 
recent tendency is discussed at length in an article elsewhere 
in the current issue of BANKING. Suffice it to say that the 
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new “fad”—if it may be so designated—is for corporations 
with some cash and larger amounts of bank credit, to call in 
their bonds or preferred stock, which may bear interest at 
anywhere from 4 to 8 per cent, and replace the securities 
with bank borrowing. 


IMPORTANT “0me of the largest companies have im- 
BORROWERS proved their current earning possibilities 

through the reduction of fixed charges in this 
manner, the list including Standard Oil of New Jersey, 
Chrysler, American Tobacco, Gulf Oil, Sun Oil, Genera] 
Baking, Socony-Vacuum and Remington Arms. Not only 
has this arrangement been a happy one from the standpoint 
of the corporations (though, like all short term financing, it 
is attended by the usual risk that the borrower will miss a 
favorable refunding market) but it has proved a profitable 
development from the standpoint of the banks, who have, 
of course, been hard put to find an outlet for their surplus 
funds. 

Reverting to the favorable changes in the general business 
picture, it probably can be said that the building improve- 
ment was the most encouraging single development. If we 
are to have any genuine recovery—a recovery that embraces 
the heavy industries as well as the so-called consumption 
goods industries—it is almost unanimously agreed that there 
must be a stimulation of building. Indeed, if building does 
not get under way soon on a fairly heavy scale, it seems 
probable that the Government will lay especial emphasis on 
this phase of its work relief program. The Relief Adminis- 
trator, Mr. Hopkins, has let it be known that he believes 
upward of a billion a year could profitably be expended by 
the Government in the field of low cost housing, or slum 
clearance. Even such an anti-New Dealer as Professor 
Sprague of Harvard feels that public spending on housing is 
the best artificial method of recovery. 

It is probable, however, that both Mr. Hopkins and Pro- 
fessor Sprague, as well as most other observers, would 
agree that a recrudescence of building without Government 
stimulation would not only do the work quite as well, but 
probably more effectively. Hence, any marked improvement 
in private building is naturally to be regarded as encouraging. 

March awards for residential building, according to a 
report released by the F. W. Dodge Corporation on April 
16, almost doubled the volume of February, and also ran 
ahead of March a year ago by nearly 15 per cent. Needless to 
say, compared with the boom years, or even years of normal 
activity, the award of $32,000,000 in contracts during 
March was absurdly low. Thus, as recently as March 1931 
the total was $101,000,000, while in the real estate boom 
year 1928 it reached $275,000,000. 

Nevertheless, to the extent that it proves to represent a 
genuine tendency, the March 1935, showing must be 
marked down as clearly hopeful. For the first quarter of 
1935, incidentally, residential building contracts awarded 
amounted to $297,000,000 against $461,000,000, in the cor- 
responding period of 1934. 
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The Pan American Clipper, flying from Alameda, California, to Honolulu, in record 
time, inaugurated a trans-Pacific air commerce route. The picture shows the big plane 
over the Golden Gate on her way west 


Automobile production continued to feature the industrial 
situation during April. At the end of the quarter production 
of cars and trucks in the United States and Canada, amount- 
ing to 1,110,000, was 48 per cent better than a year ago, and 
no evidence of cessation was in sight. 

The highest single week’s production in 1934 was that of 
April 27, when it reached 99,336 units. By March 23 this 
year the 100,000-a-week mark had been crossed, and by 
April 13 weekly output had reached 109,537 and was still 
rising. General Motors, Ford and Chrysler have accounted 
for about 78 per cent of the production to date this year. 

In certain respects it must be conceded that 1935’s auto- 
mobile statistics will be a little misleading. In the first place, 
the industry swung into production at least a month earlier 
than usual, with the result that most of the plants were in 
quantity production by the end of January; in the second 
place, a new stimulus is to be expected from the fact that the 
Automobile Manufacturers Association has voted to hold its 
annual show in November and get to work on the 1936 mod- 
els by October 1. 

Retail purchasing continues to indicate that the agri- 
cultural regions are doing better than the urban areas. Take, 
for example, the sales by department stores in March. In 
dollar value they were off 8 per cent as compared with a year 
ago, but when considered by districts losses ranged all the 
way from 16 per cent in Boston, and 13 per cent in New 
York and Philadelphia, to as little as 4 per cent in St. Louis, 
Atlanta, Minneapolis, Kansas City and Dallas. 

The Chicago Reserve district alone showed a nominal 
increase of 1 per cent. Dollar sales are mentioned specifically 
here, because while dollar sales declined the index of the 
Federal Reserve Board showed department store sales higher 
than last year, the figures being 80 for March 1935 and 77 
for March 1934. As between the two, perhaps the index 
is a slightly better guide to the true state of affairs than dol- 
lar sales, for the index is adjusted to the change in Easter 
from April 1, where it fell last year, to April 21 this year. 
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While the modest upturn of prices recently has been 
hailed as an encouraging sign, it is not without its draw- 
backs. One of these is the abrupt rise in retail food prices, 
and particularly meat prices. Retail prices of cereals, ac- 
cording to reports compiled by the Department of Labor in 
51 cities throughout the country, have risen from a low of 112 
in February 1933 to 151 in March of this year; dairy prod- 
ucts have risen from 88 to 113; and meat prices have soared 
from 100 to 150. The rise in meat prices has been particu- 
larly sensational in 1935, carrying this index since the first 
of the year from 120 to 150. Some evidence is reported that 
these advances in food prices have been having a retarding 
effect on retail sales. 


On the financial side, as distinct from bank- 
ing and business, the outstanding event of re- 
cent weeks has been the heavy refunding op- 
erations in the bond market. 

The announcement by the Securities Exchange Commis- 
sion on March 31 of the registration of an issue of $73,000,- 
000 for the Southern California Edison Company brought 
the total of such registrations up to $281,000,000 for that 
month and made it far and away the largest month since 
the Securities Committee was established. The corporate 
financing to date, however, has been almost entirely for 
purposes of refinancing. In other words, it has been dic- 
tated by a desire to take advantage of the easy money 
market conditions prevailing to replace high coupon obliga- 
tions with low coupon issues. There has been little or no 
evidence of a demand for new capital. 

On the other hand, the fact that companies will apply 
for refunding issues on such a scale as the present is a clear 
indication that the S.E.C. has done a good job in modifica- 
tion of the registration requirements. What this means is 
that when and if the time comes that corporations are pre- 
pared to undertake new capital expenditures they will not 
be deterred by fear of the Securities Act. 
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Banks also are important sources of economic information. Be- 
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Government Banking 


T is the declared intention of the Federal Government, 
repeated from time to time and given special emphasis in 
recent official statements, to get out of the banking busi- 

ness as soon as possible. The implication in all such state- 
ments is that the Government can do this only if and when 
commercial banks take up the credit burden and relieve 
Federal authorities of the responsibility they feel for financ- 
ing of sorts of undertakings—relief, recovery and otherwise. 

There is unavoidable difference of opinion as to how and 

when this shifting of the credit burden can be accomplished. 
The Treasury is now so far in the business of lending money 
that it will be a long time before its principal activities along 
this line can be liquidated under the best of circumstances. 
A considerable portion of the Government’s credit structure 
is permanent by intention, notably the farm credit system. 
There is also a strong movement to make permanent some 
features of the Public Works Administration. 


Even assuming that by far the larger por- 
tion of the Government’s banking activi- 
ties is temporary, however, the most 
cursory review of these activities indicates how difficult and 
how long a process their liquidation will require. The set-up 
of the governmental agencies is extremely complicated. Most 
of them are built upon other agencies in an interlocking 
organization in which capital and credit functions are 
inextricably mixed. 

Ten of the major credit organizations depend wholly or 
partly on the R.F.C. while at the same 
time they depend partly upon direct 
appropriations and partly upon loans 
from the money markets. Minor agen- 
cies depend upon these principal or- 
ganizations, upon each other, upon 
direct appropriation and upon borrow- 
ing from the market. To unscramble 
these eggs will not be easy. 


COMPLICATED 
SET-UP 


In addition to compli- 
cated organization 
there is the matter of 
sheer size and volume, neither of which 
is fully appreciated. On December 31 
last the total resources of all banks in the 
Federal Deposit Insurance system— 
practically all banks in the United 
States—were about $46,400,000,000, 
which included interbank deposits and 
similar duplications. On March 1 the 
last date for which figures have been 
compiled, similar resources of the 
Government’s credit agencies or out- 
standing direct credit amounted to 
$18,334,461,821 of which $10,929,648,- 
655 was in agencies wholly owned by 
the United States and $7,404,813,166 in 
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AGENCY 
RESOURCES 


institutions in which the Government has a proprietary, 
usually a controlling, interest. 

Eliminating all interagency interests, the United States 
owned outright institutions with resources of $3,726,971,684 
and had a proprietary interest amounting to more than the 
capital stock of agencies partly financed by the Government 
which had resources of $7,264,659,404; the two classes of 
agencies thus commanded resources of $10,991,631,088. 
That this means live credit is indicated by the fact that these 
institutions had loans or advances in the form of preferred 
stock or capital notes in the amount of $8,416,166,683. In- 
vestments were valued at $1,454,946,256. Accounts receiv- 
able and cash aggregated half a billion dollars, the remain- 
ing assets being tied up in old loans or property. 


Some of the Government institutions and 
activities included in these totals are old. 
The Panama Railway Company involves 
an investment carried at over $43,000,000; the old Shipping 
Board’s Merchant Fleet Corporation has loans and property 
carried at $209,349,226; the war emergency corporations and 
agencies are carried at a little less than $15,000,000. Mis- 
cellaneous new agencies such as the Subsistence Homesteads 
Corporation, the Tennessee Valley Associated Cooperatives, 
the inland waterways, the Electric Home and Farm Author- 
ity, and so on, carry an investment of $349,158,967. Some 
funds of old agencies are dead from a credit standpoint, while 
those of the new agencies are yet to show their full activity. 


OLDER 
AGENCIES 


HOME LOANS 


John H. Fahey (left), chairman of the Home Loan Bank Board; Preston 

Delano, H.O.L.C. general manager; and James A. Moffet (right), who 

has resigned as Federal Housing Administrator, pictured at a Senate 
banking and currency subcommittee hearing 
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Into all these institutions the Treasury has actually put 
$4,439,182,428, net. They have a capital stock and surplus of 
$6,909,974,781 of which $2,470,792,353 represents inter- 
agency interests or a duplication, leaving the above figure 
net. As compared with the $4,439,182,428 owned by the 
United States, private interests hold stock to the amount of 
$327,450,355. In other words, the whole system is govern- 
mentally controlled. How safe the Government is in its in- 
vestments, at least superficially, is indicated by the fact that 
in the agencies wholly owned by the Treasury the excess of 
assets over liabilities is carried as exactly balancing the 
Government’s proprietary interest at $3,349,468,045, while 
in the institutions privately owned in part the excess of 
assets over liabilities is carried at $1,417,164,738 as com- 
pared with the Government’s proprietary interest of 
$1,089,714,383. This seems rather optimistic, but pending 
developments book value naturally must be accepted. 

Of the $3,727,976,684 assets of the credit institutions 
wholly owned by the Government it is doubtful if more than 
$1,250,000,000 can be considered as at all liquid, such 
amount including part of the R.F.C. loans, the advances to 
the Commodity Credit Corporation and the export-import 
banks, the regional agricultural credit corporations and the 
production credit corporations. 


Advances of the R.F.C. to railways, its 
subscriptions to preferred stock and capital 
notes of banks and insurance companies, 
many of its loans for self-liquidating projects, levees and 
other purposes, and its advances to other Government 
agencies can be repaid only over a considerable period. 

Nearly all of the credit granted by agencies which are in 
part privately owned involves slow amortization where, as 
in the case of the farm credit institutions, the home loan bank 
system, and the F.D.I.C., they are not permanent. In 
short, the United States will be in the banking business for 
a long time. The most that it can expect to do is to limit its 
responsibility in this line to its present commitments. 

Even this is not altogether possible. The extension of the 
bond issuing power of the H.O.L.C. by $1,750,000,000 
means eventually, of course, the increase of the Govern- 
ment’s responsibility in the way of guaranteed bonds by just 
that amount. This increase is not of the Government’s 
choosing and the Federal authorities are bending every ef- 
fort to induce private capital to take up the work of home 
mortgage financing. 

“Tt would be a great mistake to make the H.O.L.C. 
permanent,” said Chairman John H. Fahey. “If continued,” 
he added, “the institution used by the Government to 
provide for the first time the machinery for dealing with the 
mortgage situation adequately might well become a national 
problem.” 


LIMITATION 
POSSIBLE 


The corporation feels that it has gone far 
enough. It will distribute the new funds 
provided by Congress among some 700,000 
distressed mortgage holders and then wind up its business, 
which, however, will take upward of 20 years. Meanwhile, 
until its funds are exhausted the corporation expects to 
continue to refinance around $150,000,000 in home mort- 
gages per month. 

Activity in other branches of the Government’s home loan 
and home construction enterprises is great, though it is un- 
certain what the ultimate results are to be. Increased business 
of the home loan banks has depended upon legislation to 


MORTGAGE 
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“It would be a great mistake to make the 
Home Owners’ Loan Corporation perma- 
nent,”’ said Chairman John H. Fahey. He 
added: “‘If continued the institution used by 
the Government to provide for the first time 
the machinery for dealing with the mortgage 
situation adequately might well become a 
national problem.” 

The corporation will distribute the new 
funds provided by Congress and then wind up 
its affairs, a task that will require upwards of 
20 years. Meanwhile, it expects to continue to 
refinance about $150,000,000 in home mort- 
gages monthly until its funds are exhausted 


lower the rate for the insurance of mortgages. The Housing 
Administration reported that it had received applications 
for the insurance of $138,000,000 of home mortgages up to 
the middle of April; a smart pick-up occurred in the last few 
weeks. About 30 per cent of the applications cover new con- 
struction. New business, however, is spotty and mortgage 
loan development over the country is very uneven. Building 
and loan associations, whose business constitutes the chief 
factor in the Government’s home loan insurance activities, 
report a 69 per cent gain in loans in the first quarter of 1935 
over the same period last year, constituting the best record 
since 1930. 

Present prospects indicate that a limit to the expansion of 
the Government’s part in farm financing has been set. There 
will be further development of the farm credit agencies, but 
they will depend more upon the general money market than 
upon the Treasury. 

During the past month the Federal land banks succeeded 
in refunding $162,796,900, or all of their 5 per cent bonds 
outstanding, by an issue of consolidated bonds at 3.75 per 
cent interest sold slightly above par. The importance of this 
new issue lies in the fact that for the first time in their history 
the land banks have been able to place their bonds at a cou- 
pon rate of less than 4 per cent. 


The immediate result of this successful re- 
financing is an end to all prospect of need 
for extending the $2,000,000,000 limit on 
bond issues of the Federal Farm Mortgage Corporation 
guaranteed by the Government. The land banks and the 
Land Bank Commissioner together had a fund of $2,200,- 
000,000 to be used in refinancing farmers—$2,000,000,000 to 
be raised by Government-guaranteed bonds and $200,000,000 
directly appropriated for use of the Commissioner for the 
purpose. Of this total the Commissioner had been allotted 
$800,000,000. Up to the middle of March total loans on this 
joint account aggregated approximately $1,645,000,000 of 
which the banks furnished about $950,000,000 and the 
Commissioner about $695,000,000; in addition, Commis- 
sioner’s loans in excess of $100,000,000 had been approved. 
In other words, the Commissioner is practically at the end of 
his tether and unless his authority is extended, for which bills 
are now pending in Congress, his second mortgage and chat- 
tel mortgage loans must soon cease. 


LAND BANK 
FUNDS 
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The Reconstruction Finance Corporation 
gives some indication that, as intended by 
the Government, it is entering upon the liq- 
uidation stage of its existence, although that 
stage does not promise to be very peaceful. 
Its new loans in March fell about $1,000,000 
short of repayments, most of the latter com- 
ing from banks and trust companies which 
reduced their obligations to a net of about 
$538,000,000. 

The most notable development, however, 
is in the increasing disposition of the cor- 
poration to protect the Government’s inter- 
est by increased control of borrowers, espe- 
cially delinquents. 


Up to the beginning of March Government-guaranteed 
bonds of substantially a billion dollars had been issued, leav- 
ing about half of the possible issue intact. Assuming that the 
loan power of the Commissioner will be extended, the latter 
can draw upon this bond issue fund indefinitely since the 
refunding of land bank bonds at so satisfactory a rate will 
enable the land bank system to secure from the market all 
funds it will need for its straight first mortgage refinancing 
as well as for new mortgage loans. 

Meanwhile, demand for both Commissioner’s and other 
loans continues to fall off rapidly. At the peak of refinancing 
in October 1933, more than 78,000 applications for loans 
were received. Since then there has been a steady, con- 
stantly accelerated increase. In the month ending March 15 
the number of applications was approximately 15,000. For 
the past three months the loan total written averaged about 
$65,000,000 a month as compared with $154,000,000 last 


July. 


As a result of the improved prospects of 
securing low rate funds from the general 
investor the land banks have announced 
that hereafter the interest rate on new loans will be 4.5 per 
cent when placed through national farm loan associations 
and 5 per cent when placed directly. For about two years the 
rate through national farm loan associations has been 5 per 
cent with a temporary reduction to 4% per cent until July 
12, 1938, as provided by the Emergency Farm Mortgage 
Act of 1933. After the 1938 date these loans will bear 5 per 
cent interest while the 41% per cent rate on new loans will be 
effective for the entire period of the loans. The reduction on 
new loans will not affect the 5 per cent on the Commissioner’s 
loans which are made on either first or second mortgage 
security in amounts up to 75 per cent of the appraised 
normal value of the farm property. 

The Reconstruction Finance Corporation gives some in- 
dication that, as intended by the Government, it is entering 
upon the liquidation stage of its existence, although that 
stage does not promise to be very peaceful. Its new loans in 
March fell about $1,000,000 short of repayments, most of the 
latter coming from banks and trust companies which re- 
duced their obligations to a net of about $538,000,000. Most 
other miscellaneous borrowers also reduced their obligations 
slightly while railways expanded their loans slightly. 
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INTEREST 
REDUCTION 


Development of the railway aid program of the corpora- 
tion proceeds slowly, largely because of the unwillingness of 
railway bond holders to cooperate pending decision by Con- 
gress with respect to transportation legislation, and because 
of their disposition to delay action in the hope of an upturn 
in railway business. Meanwhile, the corporation is using its 
influence to secure a reduction in the interest rates on railway 
loans carried by banks to the 4 per cent rate charged by it on 
its own railway loans. 

The uncertain factor in the Government’s credit program 
is the Public Works Administration’s part in the work relief 
program. Under the new legislation the P.W.A.’s activities 
are extended for another two years and there is general ex- 
pectation that by that time a permanent organization repre- 
sented by a bureau in the Interior Department will be set up 
to carry on public works activities indefinitely, though on a 
smaller scale. It is believed such a bureau can do effective 
work both in coordinating public work efforts of the states 
and their subdivisions and also in aiding these governmental 
entities in their financing. 

Efforts to speed up work on the enterprises already in 
hand are meeting with only fair success. Up to April 1 only 
$179,541,250 of the total of $694,661,138 allotted to states 
and municipalities for public works had been expended and 
of this amount $63,614,340 had been repaid or collected, 
practically all of it the proceeds of the sale of state and 
municipal public works bonds through the R.F.C. 


Total expenditures of the Administration 
WORKS 
SPENDING on various allotments amounted to $1,468,- 
190,179 out of the $2,933,779,943 actually 
allotted. Approximately $533,000,000 of the expenditures 
was for public highways, $141,000,000 in loans to railways 
for betterments, $190,000,000 for river and harbor work, 
$38,000,000 for the Boulder Dam project, $35,000,000 for the 
Tennessee Valley project and $378,000,000 for all other Fed- 
eral projects. 

April 1, 1935, marked almost exactly the halfway point 
in the disposition of the original public works relief and 
recovery fund after 21 months’ operation. There is no ques- 
tion as to a continuation of the P.W.A. and its activity in 
lending money to states and their subdivisions for public 
works, the only doubt being as to how much. The amount 
will be determined largely by what the states can and will 
borrow for construction purposes. Since the R.F.C. has al- 
ready sold or agreed to sell $75,450,050 of state and munici- 
pal securities for the P.W.A. and has succeeded in disposing 
of these securities at premiums, it is evident that much of 
this P.W.A. financing of state and municipal governments 
will eventually be done by banks or other investors, the 
P.W.A. acting largely as promoter and agent. 

Inevitably this raises the question why such financing 
cannot be done by banks and other investors in the first 
place, saving to the latter the premium they are now paying 
the R.F.C. for these securities. 

The export-import banks continue a more or less experi- 
mental development. The volume of their business has been 
small but there is considerable expectation that they will be 
able to work out practicable plans for cooperation with com- 
mercial banks in facilitating foreign trade transactions. They 
are preparing to finance foreign trade operations involving 
maturities up to five years, to carry commercial banks in 
deals involving blocked or pooled foreign exchange and in 
certain cases to assume part of the credit risk taken by com- 
mercial banks in foreign trade transactions. 
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EDITORIALS 


The Problem of Premium Bonds 


and Exchange Commission during the first 

quarter of the current year amounted to $410,- 
250,000, nearly all of which was for refunding, and 
the greater part of which was for the refunding of 
issues priced above par. The new quarter began 
with an offering of $73,000,000 by the Southern 
California Edison Company for the refunding of 5 
per cent bonds which have been selling around 106. 
The new issue is put out with a 3.75 per cent 
coupon. 

The long expected movement toward refunding 
financing, which may be a prelude to substantial bor- 
rowing of new money, is well under way and banks 
and individual investors holding callable bonds priced 
above call face a situation requiring careful maneu- 
vring if they are to avoid loss. The trend of invest- 
ment returns under current credit and monetary 
conditions is so distinctly downward that it is unreason- 
able to expect that borrowers will be content to carry 
a bond coupon rate much above 4 per cent if their 
loans are callable. The present movement toward re- 
funding is the logical result of credit conditions, and 
it may be expected to continue until all outstanding 
bond issues are brought into more harmonious rela- 
tions with present rates for money. 


Be offerings registered with the Securities 


Politics Out 


TITLE II of the 1935 banking bill deals with broad 

questions of public policy, and therefore calls for 
careful analysis and for a frank and fearless ex- 
pression of opinion on the part of the banking pro- 
fession. As originally drawn the bill proposes far 
reaching changes in banking and further Govern- 
mental control over it. Naturally, there are vigorous 
differences of opinion concerning it, not only among 
bankers but also among business leaders and econo- 
mists. In essence it goes to the very root of the ques- 
tion whether banking in the United States shall be 
put under Government domination or shall be free 
from political influences. And the term “political” 
does not refer to the present Democratic Adminis- 
tration, but to whatever political regime may be in 
power, whether it be Democratic, Republican, or, if 
you will, some other form of partisanship that might 
conceivably be placed in authority. 

Whether bankers are Democrats or Republicans, 
they can all agree as citizens as well as bankers that 
they are unequivocally opposed to any political con- 
trol of banking, whether it comes under the present 
Democratic or a possible future Republican Adminis- 
tration. This objection does not spring from partisan 
feelings but from the broad consideration that bank- 
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ing is simply not the field for politics of any de- 
nomination. 

Bankers have not been unconscious of the fact that 
many earnest students, both within and without the 
banking business, have strongly believed that or- 
ganized banking should oppose in toto everything 
contained in Title II and refuse to discuss any possi- 
ble changes in it. Bankers have not felt, however, that 
the best practical results would be accomplished if 
they assumed such an attitude. 

For too long a time the banking profession has 
been put in the light of always criticizing and ob- 
structing the passage of new banking legislation, 
merely because it tended to sweep aside certain long- 
established practices and beliefs. Unfortunately too 
many members of Congress have not yet learned to 
believe that bankers can actually be motivated by pur- 
poses conceived in the broad public interest, and not 
merely in the interest of profits of their own institu- 
tions, or the selfish advantage of their own pro- 
fession. 

For these reasons and many others bankers have 
not believed that sweeping opposition to Title II was 
advisable. In the first place, it would surely have re- 
vived the cry that the bankers were back at their old 
game of selfish obstructionism. Also it would have 
solidified and strengthened the determination of those 
in Washington who are interested in putting through 
banking legislation far more radical than anything 
contained in Title II. Lastly, bankers believe that the 
mere appearance of obstructionism on our part would 
have aroused and aggravated unnecessary elements 
of human emotion and antagonism which would have 
obscured the merits of the case and caused presently 
conflicting interests to unite against the banking 
field. 


MAKE HASTE SLOWLY 


UNDER these circumstances it would be advisable 
to leave to the final determination of Congress whether 
it is considered advisable and necessary to pass legis- 
lation covering the subject matter of Title II at the 
present session of Congress, after pointing out that 
the time was really too short to give the matter the 
thorough consideration it deserved. Bankers have 
made it clear that they are ready to help in molding 
and guiding whatever legislation is to be enacted so 
that it will be conceived along lines of sound banking 
and sound public policy, which they believe are 
identical. 

The main thought bankers should keep before Con- 
gress is that if banking reform is to be really beneficial 
to the public it must be kept outside of the domain 
of party politics, because no banking system can be 
sound unless it is non-partisan. 
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Credit Management in 


Branch Banking (IV 


By HOWARD WHIPPLE 


This is the last of a series of four articles 

by Mr. Whipple, who is vice-president of 

the Bank of America, N. T. & S. A., 
San Francisco 


E question will probably arise in 
the minds of many of those who 
have read the preceding articles in 

this discussion as to whether all this 
system of head office review and super- 
vision will not destroy the self-reliance 
of branch managers. Will not their 
tendency be to pass the making of as 
many decisions as possible to head 
office officials; and conversely, will not 
the latters’ tendency be to seize or ac- 
cept too freely the opportunity of mak- 
ing decisions which should rightfully be 
made in the branches? 

Very frankly the answer will be “yes” 
unless a determined attitude to the 
contrary is maintained by both parties. 
As a matter of fact, it is largely a matter 
of individual temperament. In time of 
stress the less resolute branch manager 
will almost invariably attempt to dodge 
responsibility by referring knotty prob- 
lems to head office for solution. Even 
the more self-reliant variety, irked 
sometimes by what he may regard as an 
unintelligent attitude or the selfish 
handling of a branch problem by some 
head office superior, will avoid accept- 
ing responsibility for that particular 
problem at every opportunity there- 
after. On the other hand, if the offend- 
ing superior should be greedy for power 
or prominence he too will assist in 
weakening the branch manager’s ability 
or willingness to make decisions by tak- 
ing advantage of his higher rank and 
arrogating to himself the right to 
handle a transaction which normally 
belongs to another. 

This morale-breaking attitude on the 
part of an occasional head office official 
may be paralleled in other ways. Unfair 
criticism of a branch manager’s loan 
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activities, no matter whether accidental 
or otherwise, can very readily destroy 
the spirit of a man, the very nature of 
whose work is often grueling, irritating 
and irksome. It should never be for- 
gotten that the daily life of a branch 
manager, particularly when days of 
credit famine are at hand, is not exactly 
a bed of roses. He is in the front line 
trenches and bears the brunt of attack. 
He is compelled to deny credit to many 
insistent, yet unworthy, borrowers. He 
is required to collect unsatisfactory 
loans from debtors who are very often 
resentful and contentious, to say noth- 
ing of being frequently unprincipled. 
With this atmosphere facing him day 
after day, it is no wonder that he may 
be galled and goaded to the point of 
near-desperation should he find, on 
reaching his desk in the morning, a pile 
of letters from various officials at head 
office requiring his attention to matters 
which he may often regard as picayun- 
ish and unimportant. Letter writing to 
the branches, it is of fundamental im- 
portance to note, should be as limited in 
quantity and as narrowly centralized in 
the matter of the number of officials who 
are authorized to write as it is possible 
to arrange. 

Nor is it altogether impossible that 
an occasional head office official—as 
well as an occasional government ex- 
aminer—may be habitually imbued 
with the idea that his attitude toward 
all loans should be one of unfailingly 
adverse criticism in order that, if the 
credit turns out badly, his record as 
reflected in the loan file would be im- 
peccable. If the loan turns out well, he 
is safe enough—for nothing is said. If 
badly, he can say, “I told you so”. In 
any event, when this attitude exists the 
branch manager is constantly “on the 
spot” and the head office official per- 
manently safe—in his own estimation. 
The system, fortunately rare, is exceed- 
ingly unfair. It is a prime duty of 
management to scotch it every time it 
raises its ugly head. 

Other matters are breeding spots of 
discontent unless conscious and con- 


tinuous efforts are made to purify 
them. The geographical separation 
between branch and head office, the 
absence or rarity of direct and softening 
contact between individual officials who 
must communicate by correspondence, 
the inability of some men to express 
themselves tactfully in a letter and the 
possible undue assumption of superior- 
ity by some head office officials for no 
more apparent reason than that they 
are head office officials, will destroy 
morale far more easily than such offi- 
cials, who are probably unconscious of 
their attitude, may realize. 

Less charitable, however, will branch 
managers be—and rightfully so—to- 
wards head office officials should the 
latter arrogate to themselves a branch 
manager’s duties and prerogatives. 
That would principally consist of their 
giving answer in loan matters or other 
branch problems direct to the branch’s 
customers who either seek it by mail or 
in person at head office. Scarcely any- 
thing a head office can do in its relations 
with its branches will more surely 
weaken or destroy the prestige of a 
branch in the eyes of its local com- 
munity or the morale of a branch’s 
staff. It is one of the burdens of branch 
banking that a considerable number of 
uninformed branch patrons become 
enamored of the idea that if they may 
hope to obtain the best and final answer 
to their credit application or other 
problem they should go to head office, a 
practice head office should do nothing 
to condone or encourage. 

Its evils are obvious. The applicant 
for credit goes over the head of the 
branch manager for several invented 
reasons. A seemingly plausible one is 
that he may hope to save time by going 
to headquarters and so avoid the delays 
of correspondence, should that be neces- 
sary—a doubtful matter in these days 
of the long distance telephone. 

A main objection to the practice on 
the bank’s side is that head office is 
taken unawares. It is inconceivable that 
a head office official would wish to come 
to a decision until he had received the 
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constituted in each state. A map giving these data as of July 1930 appeared on page 43 of last 


branch manager’s estimate of the value 
of the credit and his recommendation 
for or against it, no matter whether it 
were less or greater than the manager’s 
limit. Certainly the head office official 
would be extra cautious in accepting the 
story of any credit applicant who would 
seek to go outside the established chan- 
nels of credit extension. It would be 
impossible to have all the facts on such 
short notice. Nor could the head office 
official put much faith in the statements 
of a borrower who, denied credit by the 
branch manager for cause, would go to 
headquarters for the purpose of over- 
riding him. How would headquarters 
know whether the applicant owned 
1,000 acres or 10; whether his grain 
would yield 25 bushels per acre or only 
5 or what his character might be? The 
only statement it could rely on would 
be that of its own branch manager, who 
is on the spot, has first-hand information 
and is a person of proved dependability. 
Furthermore the branch manager usu- 
ally has a sufficiently adequate loan 
limit to enable him to satisfy at once all 
ordinary credit demands. Even should 
the application exceed the branch’s 
local lending limit there is still no good 
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reason for the journey to head office, for 
the manager’s opinion and recom- 
mendation are still more vitally neces- 
sary than ever. 

From the applicant’s viewpoint the 
practice is also of dubious value. He 
overlooks the fact that his action is 
belittling to the branch manager and 
arouses his just resentment—to the 
disadvantage of the journeying appli- 
cant should he seek the favor of the 
branch manager in the future. In addi- 
tion the applicant gains nothing in time 
—in fact he loses time—by going to 
head office, for the time consumed in 
making the journey must be added to 
the time required for correspondence, 
documents and other investigation to 
pass from head office to branch and 
return, before he receives his answer. 
Even then the answer is properly—and 
should be invariably—delivered by the 
branch instead of by headquarters. 

On the other hand, it is possible to 
conceive that there may be occasions 
where a branch manager would deny a 
worthy application through his own 
personal animosity toward the bor- 
rower, a reason frequently alleged by 
applicants who are not entitled to 


credit. If there are such instances of 
improper bias I have yet to see one. 
Nine hundred and ninety-nine out of a 
thousand denials of credit by a branch 
are due to nothing more than the branch 
official’s estimate that the application 
is not credit-worthy. 

Under such circumstances a reversal 
of the branch’s negative decision by 
head office would be all the more serious. 
It would tend to belittle the branch 
manager in his own eyes and in the eyes 
of the patron. Furthermore, the in- 
formation that head office had reversed 
the decision would spread and en- 
courage others to go over the head of the 
branch to head office for their answers. 

It is easy to conceive that the tend- 
ency, if encouraged, could lead to grave 
abuses and serious congestion at head 
office. Manifestly, branches are main- 
tained, not only for the purpose of giv- 
ing depositing services, but also for the 
purpose of extending credit. Branch 
managers are paid for performing such 
duties, particularly the latter. If bor- 
rowers should insist on going to head 
office—or would be permitted to do so 
—the officials at that point condoning 
the practice (CONTINUED ON PAGE 84) 
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Statutes and 
Banking Bill 
of 1935 


Sec. 24, FEDERAL 
REsERVE Act, DeE- 
CEMBER 23, 1913. 


AMENDMENT TO SEC. 
24, FEDERAL RESERVE 
Act, SEPTEMBER 7, 
1916. 


AMENDMENT TO SEC. 
24, FEDERAL RE- 
SERVE Act, BY Mc- 
FappDEN Act OF 1927 
(FEBRUARY 25). 


BANKING BILL OF 
1935, S. 1715, H. R. 
5357, 74TH Con- 
GREsS, SEc. 210. 


BANKING BILL OF 
1935, S. 1715, H. R. 
5357, 74TH Con- 
GRESS, SEC. 327. 


(1) Class of banks 


National bank not in 
central reserve city (New 
York and Chicago) and 
not in other cities listed 
by Federal Reserve 
Board. 


National bank not in 
central reserve city and 
not in other cities listed 
by Federal Reserve 
Board. 


“Any” national bank. 


“Any” national bank. 
State members included 
as to “new” loans. 


Real Estate Loans 
By National Banks 


(2) Description of real 
estate; priority of lien 


Farm land, improved and 
unencumbered. 


(a) Farm land, improved 
and unencumbered. 


(b) Real estate improved 
and unencumbered, other 
than farm land. 


‘First lien upon improved 
real estate, including im- 
proved farm land.” 


“First liens upon improved 
real estate, including im- 
proved farm land and im- 
proved business and resi- 
dential properties.” 


Bank may take, “‘as addi- 
tional security for loans 
previously made in good 
faith, second or subsequent 
liens on real estate or 
shares or participations in 
such liens.” 


(3) Location of real 
estate 


Within Federal Reserve 
district. 


(a) Within Federal Re- 
serve district or within 
100 miles of lending bank. 


(b) Within 100 miles of 
lending bank. 


Within Federal Reserve 
district or 100 miles of 
lending bank. 


No restriction as to loca- 
tion of real estate. 


(4) Requirement 
to take entire 
mortgage 


No provision. 


No provision. 


The entire amount of 
the mortgage must be 
taken by the lending 
bank. 


Same as McFadden 
Act, immediately 
above. 


‘Direct loans to industry” are exempted from the restrictions of Sec. 24 of the Federal Reserve Act. 
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PRIOR to the Federal Reserve Act in 1913 a national bank was not 
authorized to make loans on real estate security. Union National Bank 
vy. Matthews, 98 U. S. 621, 25 L. ed. 188. However, Sec. 5137, U. S. Revised 
Statutes, expressly authorized a national bank to take real estate 
mortgages ‘‘in good faith by way of security for debts previously con- 
tracted.”’ The chart below shows the statutory history of real estate 
loans by national banks and the provisions of the Banking Bill of 1935. 
(Prepared by the Legal Department, American Bankers Association.) 


(8) Maximum per- 
centage of bank’s 
time (and savings) 
deposits if greater 
than (7) 


(7) Maximum 

percentage of 

bank’s capital 
and surplus 


(6) Maximum 
percentage of 
actual value 
of realty 


(5) Maximum 
period of 
loan 


25 per cent. ¥ of time deposits. 


(a) 5 years. ¥% of time deposits. 


(b) 1 year. 


¥% of savings de- 
posits. 


5 years. 50 per cent. 
Note—By amendment of June 27, 1934, 
loans insured under Title II of the 
National Housing Act are excepted from 
these limitations. 


(a) 3 years. 


(b) 20 years on 
amortized loans. 

Note—3-year 
limitation inap- 
plicable to loans 
insured under 
Title II of the 
National Hous- 
ing Act. 


(a) 60 per cent. 


(b) 75 per cent. 

Note—Restric- 
tions as to amount 
of loan in relation 
to value of the real 
estate not applica- 
ble to loans insured 
under Title II of 
the National Hous- 
ing Act. 


100 per cent. 


60 per cent of time 
and savings deposits. 


(9) Obligations 
included in limi- 
tations of (7) 
and (8) 


No provision. 


No provision. 


Real estate loans on 
which bank “‘is liable 
as indorser or guar- 
antor or otherwise.” 


‘Loans on which the 
bank is liable as en- 
dorser, guarantor, or 
otherwise, and the 
book value or [of] 
all real estate owned 
by the bank directly 
or indirectly except 
its banking prem- 
ises.”” 


(10) Express 
limitation on 
loan to one 
borrower 


No provision. 


No provision. 


First express pro- 
vision, making 
loans subject to 
Sec.5200,U.S.R.S. 


Same as McFad- 
den Act, immedi- 
ately above. 


The Special Committee of the American Bankers Association on the Proposed Banking Act of 1935 in a release on March 22, 


1935, said: 


“We do not favor Section 210 as originally proposed, permitting advances against real estate up to 75% of the actual value of 
the property if amortized within twenty years, or up to 60% of the actual value of the property for a term of not more than three 
years, in both instances without territorial limitations. 

“‘We are in favor of the suggestion subsequently made that all real estate loans hereafter made shall not exceed 60% of the ap- 
praised value of the property and that the Board be given discretion to make regulations governing real estate loans held by banks 
at the present time. 

‘We also believe that the presently existing territorial limitations, or some similar limitations, should be retained in the law and 
that unamortized real estate loans should be permitted up to a period of five years.” 
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Court Decisions 


A DIGEST BY THE LEGAL DEPARTMENT 


MERGER; GUARANTY 


FTER a bank took a continuing 
A guaranty it merged with another 
bank. Bank of United States v. 
Glickman, 193 N. E. (N. Y.) 309, held 
that the guaranty included a loan, after 
the merger, by the consolidated bank. 
It would be easy to insert a clause in 
a continuing guaranty including a suc- 
cessor bank, whether as a result of 
conversion, merger, reorganization or 
otherwise. 


GARNISHMENT; SET-OFF 

Contrary to the majority rule, Adolph 
Bergman Building & Loan Assn. v. 
Blaul, 175 Atl. (Pa. Super. Ct.) 743, 
holds that garnishment of a bank ac- 
count precludes the bank from setting 
it off against a matured obligation of 
the depositor held by it. It seems that 
reservation of an express lien against 
the deposit would not change the result. 


oF Trust CASH IN 
AFFILIATED BANK 


A TRUST company as administrator was 
held liable for a savings and a com- 
mercial account in an affiliated bank 
which closed. The court considered 
among others the following factors: 

1. “The stockholder and director 
identity of the two financial institu- 
tions”, which however the court held 
did not “constitute such identity of 
interest as to charge the trust company 
with use of the money in its own busi- 
ness”. 

2. The trust company’s “special 
knowledge of the status of its depository 
bank—one might almost say daily and 
continuous knowledge.” 

3. The 20 per cent decrease of the 
bank’s deposits in the two years prior to 
the deposit of trust cash, and the further 
marked decrease of approximately $2,- 
000,000 to some $13,000,000 in a six- 
day run immediately preceding the clos- 
ing of the bank. 
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4. Liquidity. The trust company 
knew when the deposits were made that 
the bank’s “liquidity was below the 40 
per cent generally believed to be the 
standard for banks operating under 
similar conditions. It also knew that 
stock market conditions affecting liq- 
uidity were chaotic with a general fall- 
ing tendency; and that little liquidity of 
loans was probable in the ordinary con- 
duct of business.” A few months later 
the liquidity dropped to 22 per cent. 

5. The right of the bank to demand 
90 days’ notice before withdrawal of the 
savings account, in view of which “‘it is 
difficult to imagine upon what concep- 
tion of reasonable diligence, as a trustee, 
the trust company could have believed 
that the deposit of trust funds in a 
savings account was proper.” At the 
least, the trust company had “‘a duty of 
special and active watchfulness and 
care. . . . The continuance of the de- 


posit in the form of a savings account, 
subject to notice before withdrawal, was 
not an active and diligent management 
of the estate. The least it could have 
done in the discharge of its duty would 
have been not only to convert the money 
into immediately withdrawable funds, 
but also upon indication of further risk 
to actually withdraw the trust money.” 

6. The good faith of the bank di- 
rectors in trying to save the institution 
would not preclude the liability of the 
trust company. 

The general conclusion was that 
“with all the danger signs appearing 
from conditions before the deposit was 
made and continuing with increasing 
peril thereafter, it would be depriving 
trust estates of reasonable protection 
if it were not held that . . . the trustee 
failed to use reasonable diligence to 
protect the trust”. In re Culhane’s 
Estate, 256 N. W. (Mich.) 807. 
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DATES OF INCORPORATION 
MARINE MIDLAND BANKS 


GENERATIONS of men, scores of banks and busi- 
nesses, have come and gone in the many years 
during which Marine Midland banks have con- 
tinuously served their respective communities in 
New York State. 


* Yeara Marine Midland bank was organized ina town which 
had been left without banking facilities due to bank failures. 


MARINE MIDLAND 
BANKS 


in New York State 


Inquiries concerning Marine Midland banking facilities may be ad- 
dressed to Marine Trust Co., Buffalo; Marine Midland Trust Co., N.Y. 
City; or to the Marine Midland bank in any of the following cities— 


NEW YORK BUFFALO BINGHAMTON ROCHESTER 
TROY JAMESTOWN NIAGARA FALLS WATERTOWN 
MALONE LOCKPORT EAST AURORA ALBION 
MEDINA TONAWANDA CORTLAND ENDICOTT 
OSWEGO NO. TONAWANDA BATAVIA JOHNSON CITY 


Safe Deposit 
Charges 


To BANKING: 


— UL analysis of the operat- 
ing costs of most safe deposit 
vaults will probably show that they 
are being run at a loss, or so close to it 
that the charge made for rental, depre- 
ciation or capital investment might 
change the slight profit to a loss. 

If this is true, what is to be done? 
First, establish the fact that the vault 
is being operated as economically as 
possible. When this is the case and the 
vault still shows a loss, the question 
arises as to whether banks are justified 
in continuing this type of business. 

One of the chief reasons vaults oper- 
ate at a loss is that the rates charged for 
rentals are far too low. There has been 
practically no change since the first 
vaults were opened at the close of the 
Civil War, yet operating costs have 
gone up tremendously. No vault could 
operate unless it were built to modern 
standards, which are high and naturally 
costly. When safe deposit boxes came 
into use there were no electric alarm 
systems, central office hook-ups and 
other forms of protection. These, if 
available, must be used today and they 
cost money. Instead of maintaining the 
rates, some institutions have actually 
cut their charges to customers, and are 
seemingly willing to operate at a loss. 

At first glance this might lead to the 
conclusion that safe deposit depart- 
ments should be closed; but there is an- 
other side to the picture. In the first 
place, only short-sightedness prevents 
banks from raising the rents at least 
to a point where the vault will not 
run at a loss. Bank customers, even 
those with small means, gladly pay the 
premiums on their fire and burglary 
policies. A person may pay $60 per year 
for protecting his house from theft to 
the amount of $5,000, or $12 per thou- 
sand to protect his belongings against 
fire. A $5 safe deposit box may well be 
affording protection to values many 
times greater than these figures. 

The public needs safe deposit boxes, 
but banks should not be expected to 
operate their vaults at a loss. The 
answer to the question is not to close 
the vaults, but rather to secure an 
adequate rental for the boxes and place 
their management in the hands of a 
trained and qualified personnel. 

F. T. Coxe 
Secretary 
National Safe Deposit Advisory Council 
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Events and Information 


The Augusta Meeting 


NDER the chairmanship of Presi- 

U dent Hecht, the Spring Meeting 

of the Executive Council, Ameri- 

can Bankers Association, was held 

April 14 to 17 at the Bon Air-Vanderbilt 
Hotel, Augusta, Georgia. 

Coming midway in the Association 
year, this annual conference affords an 
opportunity for the officials and various 
committee and commission chairmen to 
report on Association activities as they 
have developed since the last annual 
Convention. Some 350 bankers and 
members of their families attended. 

Reports of commissions and com- 
mittees were presented by the chairmen 
as follows: Agricultural Commission, 
H. Lane Young; Banking Studies Com- 
mittee, Tom K. Smith; Bank Manage- 
ment Commission, Orval W. Adams; 
Bankruptcy Committee, M. R. Sturte- 
vant; Commerce and Marine Commis- 
sion, Fred I. Kent; Economic Policy 
Commission, Leonard P. Ayres; Export- 
Import Bank Advisory Committee, 
Robert F. Maddox; Federal Legislation 
Committee, Ronald Ransom; Finance 
Committee, Robert V. Fleming; Insur- 
ance Committee, W. F. Keyser; Mem- 
bership Committee, E. N. Van Horne; 
Public Education Commission, Frank 
M. Totton; Special Committee on Sec- 
tion 5219 U. S. Revised Statutes, 
Charles H. Mylander, in the absence of 
Charles P. Blinn, Jr.; State Legislation 
Committee, A. T. Hibbard; Taxation 
Committee, Robertson Griswold. 

The Executive Council received the 
reports of the President; the Adminis- 
trative Committee (presented by Mr. 
Hecht); the Executive Manager, F. N. 
Shepherd; and the Treasurer, Hal Y. 
Lemon, followed by reports of the 
departments: advertising and publicity, 
Gurden Edwards; BANKING, journal 
of the American Bankers Association, 
William R. Kuhns; legal department, 
D. J. Needham; protective department, 
James E. Baum. After these came 
reports of divisions and sections by the 
presidents as follows: American Insti- 
tute of Banking Section, Charles F. 
Ellery; National. Bank Division, C. J. 
Lord; Savings Division, T. J. Caldwell; 
State Bank Division, James C. Bolton; 
State Secretaries Section, George A. 
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Starring; Trust Division, Leon M. Little. 

There were also meetings of the vari- 
ous Association divisions and of the state 
and Federal legislative councils. 

Speakers at the dinner meeting on the 
evening of April 17 were: President 
Hecht; Roger W. Babson, president of 
Babson’s Statistical Organization; and 
Frank M. Totton, second vice-president 
of the Chase National Bank, New York, 
and chairman of the Public Education 
Commission. 


Banks’ Agricultural 
Activities 


THE Agricultural Commission of the 
American Bankers Association, which 
receives reports annually on the agri- 
cultural activities of the different state 
bankers associations, announced at the 
Spring Meeting that the returns for 1934 
showed that both California and Wash- 
ington had reached the goal of 1,000 
points in the Commission’s rating 
program. 

Both states have had very active 
agricultural committees, headed by 
J. E. Huntoon, Bank of America, 
N. T. & S. A., San Francisco, for Cali- 


fornia, and by F. H. Jenne, Mount 
Vernon Branch, First National Bank of 
Seattle, for Washington, the Commission 
stated. As a result of this attainment 
each state was awarded a certificate of 
honor. These awards were made at the 
meeting. Andrew Miller, secretary of 
the California Bankers Association, and 
Joseph W. Brislawn, secretary of the 
Washington Bankers Association, re- 
ceived the honors on behalf of the agri- 
cultural committees of their respective 
organizations. They presented state- 
ments as to the type of work under way 
in their states. 

The Commission also announced that 
Oregon had made its goal of 1,000 points 
for six consecutive years, Georgia for 
five consecutive years, and North Da- 
kota for four consecutive years. Several 
other states have made high records, 
while the results showed for the country 
as a whole a gain of more than 65 per 
cent in banker-farmer activities for the 
past year. 


The A. I. B. Convention 


MEMBERS of the American Institute 
of Banking (CONTINUED ON PAGE 52) 


APPOINTMENTS 


President Hecht has named Dan V. Stephens as a member-at-large of 

the Executive Council to succeed the late Eugene R. Black. William C. 

Potter has been appointed Chairman of the Foundation Trustees. Mr. 

Stephens (below, right) is president of the Stephens National Bank, 

Fremont, Nebraska, and Mr. Potter is chairman of the board of the 
Guaranty Trust Company, New York 
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“Muscle-Bound 


Mortgage Handling 


... what can you do about it ? 


@ IN practically every bank, the 
handling of mortgages as to arrears, 
principal, interest, taxes, insurance 
and inspections demands extra help, 
long hours, greatly increased ex- 
penses. Old-fashioned record sys- 
tems are cumbersome, inadequate, 
slow up reference...the drawing off 
of reports by clerks, a waste of time 
and money. Yet banks need every 
day ...minute-to-minute . .. control 
over all phases of mortgage activity. 
What can you do about it? 


Exact status of every mortgage 
at a glance 
No wonder so many hundreds of 
banks are turning to Kardex Visible 
Mortgage Records. It is the only 
method which shows the exact cur- 
rent status of each individual mort- 
gage...ata glance! All the vital facts 
about each mortgage are entered on 
a single card .. . and bright colored 
visible signals tell the complete story 
in a second’s time... keep the exec- 


utive in command of every situation. 


WHICH OF THESE PROBLEMS WORRIES YOU ? 


Equally effective as a property op- 


erating record. 


Kardex signals the answers 
to these vital questions: 


Months payments are due on 
principal. 

Months payments are in arrears 
on principal. 

Months payments are due on in- 
terest. 

Months payments are in arrears 
on interest. 

Month and yearinsurance expires. 


Month of Annual Inspection. 
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7. Months annual inspection is 
overdue. 


8. Taxes unpaid. 
9. Water bill unpaid. 


10. Mortgage in process of fore- 
closure. 


11. Property being operated by bank. 


12. Operated property for rent or for 
sale. 


Kardex displays these vital facts 
in the visible margin 


Mortgage loan number. 
Location of property. 
Name of owner. 
Amount of mortgage. 
Date of maturity. 

Rate of interest. 


Type of mortgage: 


(a) Home (b) Apartment house 
(c) Hotel (d) Office Bldg. (e) Farm 


Phone for FREE SURVEY 


Setting up positive mortgage control 
whether machine or pen-posted is 
only one of the services which Rem- 
ington Rand offers to banks. But the 
biggest service of all is the fact that 
Remington Rand can be impartial 
and unbiased in its application and 
advice. Worn-out or out-of-date 
second-hand equipment can be a 
source of great waste. Manufactur- 
ing all types and kinds of equipment, 
Remington Rand can recommend 
exactly the improvements which will 
do the work for you in the most eco- 
nomical way. Phone the Remington 
Rand man now for an expert analysis 
of the problems which worry you 
most. No obligation for his services. 


Some of the Remington Rand products 
saving money for bankers 


KARDEX VISIBLE CABINET— Kardex Visible 
Central Information Files summarize all important 
business information on cards, with colored sig- 
nals flashing vital facts. Bank executives can direct 
daily follow-up covering every service. A definite 
help in sales promotion used by hundreds of leading 
banks and trust companies in connection with de- 
posit guarantee requirements. 


REMINGTON RAND BANK BOOKKEEPING 
MACHINE— Proves its work as entries are made. 
Totals checks and deposits automatically. Lists them 
for tape comparisons of ledger and statement runs. 
Ten numeral keys make for speed. Produces original 
journal (no carbon necessary), making statement 
and journal simultaneously. Postsin front of and only 
17 inches away from your eyes. Try it 30 days free. 


oufworn equ ipment 


and methods 


costing you 


money ? 


REMINGTON ELECTRIFIED BOOKKEEPING 
MACHINE—Furnishes the summarized facts and 
figures relating to trust, loan and discount and cor- 
respondent bank accounts. Posts the ledger, custom- 
er’s statement, makes columnar distribution . . . all 
at one operation. Completely electrified, new, it offers 
the world’s fastest method. Ask for thorough free 
trial in your own office. 


REMINGTON NOISELESS TYPEWRITER— Unless 
you have seen and heard the new Remington Noise- 
less typewriter you have no idea how much it means 
in increased office efficiency. 23 important mechan- 
ical improvements produce better looking letters, 
more and better carbon copies, cleaner, sharper 
stencils. Writing perfection with silence! Ask for 
thorough trial in your office... no obligation. 


from Remington Rand 
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“T’'d just as soon heat my office 
with a coal stove 


. . - because it helps me do th 
work of 2 men!” 


(FROM EDISON RECORDS OF THE WORLD’S BUSINESS) 


The files of Thomas A. Edison, Inc. are 
full of case histories which involve 
both large and small offices. For ex- 
ample, here is the case of a Lawyer:— 


He states that the Pro-technic 
Ediphone helps him do the work of 
2 men because it is available — at 
any time—for the dictation of plead- 
ings, depositions, letters, etc. When 
it is necessary for him to appear in 
court, he knows that his dictation can 
be done after court, or at any time. 
Whenever a thought 
comes to mind, he just 
turns to his “24-hour 
secretary” and talks 
—as he does to the 
telephone. 


This Lawyer also 
knows that when a 
brief must be rushed 


(frotectng 
Ediphone 


through, several secretaries can 
transcribe it— without duplication of 
effort. And he knows that valuable 
time is gained for necessary ap- 
pointments because all dictating is 
done according to the Edison prin- 
ciple of “think once... write once... 
at once.” 


TELEPHONE THE EDIPHONE, YOUR CITY. 
An Edison man will show you how— 
whether yours is a 1-man or a 100- 
man office—the Pro-technic Ediphone 
will increase the 
business capacity of 
every Dictator and 
Secretary at least 


20% to 50%! 


INCORPORATED 


ORANGE, N.J. U.S.A. 


THE COMPLETELY ENCLOSED DICTATING MACHINE 
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Events and 
Information 


(CONTINUED FROM PAGE 49) 
will meet at Omaha, Nebraska, June 
10 to 14 for the 33rd annual convention 
of their organization. 

The central location of the convention 
city and the wide interest shown in the 
Institute’s educational program by 
bankers, particularly younger mem- 
bers of the profession, are expected to 
assure an unusually large attendance. 
Prominent on the program is the ninth 
annual national public speaking contest 
for the A. P. Giannini Educational 
Endowment prizes, this year’s subject 
being “The Bank’s Service to the 
Community.” This contest, made pos- 
sible by Mr. Giannini’s generosity, is a 
firmly established feature of the Insti- 
tute’s yearly gathering, and always 
provides keen competition. 

Many details of the extensive con- 
vention program have not been fully 
arranged, but Richard W. Hill, na- 
tional secretary of the Institute, has 
announced that the leaders of the de- 
partmental sessions will be as follows: 

“Audits and Accounting”, Chester 
W. Hoyt, auditor, New York State 
National Bank, Albany, New York; 
“Bank Administration”, Frank R. 
Alvord, vice-president and cashier, 
Citizens National Trust and Savings 
Bank of Los Angeles; “Business De- 
velopment and Advertising”, Thomas 
J. Kiphart, manager of publicity de- 
partment, The Fifth Third Union Trust 
Company, Cincinnati, Ohio; “Cred- 
its”, David M. Sweet, assistant vice- 
president, City National Bank and Trust 
Company, Chicago; “Deposit Func- 
tions”, F. W. Thomas, vice-president, 
The First National Bank of Omaha; 
J. F. McDermott, vice-president, The 
First National Bank of Omaha; “In- 
vestments and Investment Banking”, 
William A. Ten Eick Jr., assistant 
cashier, Chase National Bank, New 
York; “Savings Banking”, H. H. 
Reinhard, vice-president, Mercantile- 
Commerce Bank and Trust Company, 
St. Louis; “Trust Functions”, Walter 
E. Bruns, trust officer, Bank of America 
National Trust and Savings Associa- 
tion, Fresno, California. 

The convention will meet just prior 
to the opening of the Graduate School 
of Banking, which begins its first session 
at Rutgers University, New Brunswick, 
New Jersey, on June 17. This school is 
an outgrowth of the Institute work, 
and its registration will be composed in 
part of bankers who have taken the 
Institute courses. 
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STRAIGHT FURROW 


CROSS the field of insurance The Maryland, since it was founded in 


1898, has plowed a straight furrow with these two business tenets: 


_A policy sold on an unsound basis or to anyone who 
does not need protection, does the customer a wrong. 


The Maryland will not seek under any circumstances 
to escape payment of a fair and just claim. 


Ten thousand agents of The Maryland are putting their hands to the plow to 


turn a straight furrow. 


DIRECTORS 


JAMES G. BLAINE, President, Midland Ma- 
rine Trust Company, New York 

FRED G. BOYCE, JR., Vice-President, Mer- 
cantile Trust Company, Baltimore 

HOWARD BRUCE, Chairman of the Board 
and President, Baltimore National Bank 


JAMES BRUCE, Vice-President, National 
Dairy Products Corporation,New York 


WALTER J. CUMMINGS, Chairman of the 
Board, Continental Illinois National Bank 
and Trust Company, Chicago 


SILLIMAN EVANS, President 

JOHN B.FORD, JR.,Vice-President, Michigan 
Alkali Company, Wyandotte, Mich. 

DOUGLAS GORMAN, President, Cumber- 
land Coal Company, Baltimore 

LEON E. GREENBAUM, Attorney-at-Law, 
Baltimore 

HENRY G. HILKEN, A. Schumacher & Com- 
pany, Steamship Agents, Baltimore 

WALTER HOPKINS, Director, First National 
Bank, Baltimore 

HOWARD W. JACKSON, Mayor of Baltimore 


JAMES M. KEMPER, President, Commerce 
Trust Company, Kansas City, Mo. 


THEODORE F. KRUG, Retired Merchant, 
Baltimore 


FRANCIS M.LAW, President, First National 
Bank, Houston, Texas 

ELLERY W.MANN, President, Zonite Prod- 
ucts Corporation, New York 

ROBERT G.MERRICK, President, Equitable 
Trust Company, Baltimore 

EDGAR G. MILLER, JR., Attorney-at-Law, 
Baltimore 


ALBERT C. RITCHIE, Attorney-at-Law, 
Baltimore 


EDWARD L. ROBINSON, President, Eutaw 
Savings Bank, Baltimore 

JAMES D. ROBINSON, Executive Vice-Pres- 
dent, First National Bank, Atlanta, Ga. 

JOHN K. SHAW, President, Century Coal 
Company, Baltimore 


J. K. VOSHELL, Manager, Metropolitan Life 
Insurance Company, Baltimore 


FRANK O. WATTS, Chairman of the Board, 
First National Bank, St. Louis, Mo. 


LOUIS S. ZIMMERMAN, Vice-President, 
Maryland Trust Company, Baltimore 


RYLAND 


COMP 


SILLIMAN EVANS 
President 
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3d. Cents a Copy 


The outstanding publie services you have rende 


- your community have been brought to our att 


We believe these unselfish activities might w 


‘receive wider publicity, especially at a time when 


R. JONES, president of the First 

M National Bank, is reading a let- 

ter from the editor of a maga- 

zine. The banker has never heard of 

this particular publication, but its name 
is rather impressive. 

“Tn our next issue,” says the letter, 
“we plan to publish an article on the ex- 
tent to which banks are cooperating in 
the national recovery movement. The 
public, it would seem, does not fully ap- 
preciate the splendid work being done 
by the banks, and we believe attention 
should be called to at least some phases 
of this constructive service. 

“We learn that your bank has been 
particularly helpful in furthering the 
economic recovery of its community 
and we are mentioning its progressive 
attitude as an example of the work that 
is being accomplished by other banking 
institutions. To insure accuracy we feel 
that you should have an opportunity to 
review the references we have made to 
the First National. Therefore we ask 
whether you would be willing to go over 
these statements before the manuscript 
goes to the printer. 

“Tf you care to do this please get in 
touch with me as soon as possible. We 
would be pleased to receive any further 
information you can give us concerning 
the bank’s program.” 

Mr. Jones puts the letter aside. 

“That,” he remarks to his secretary, 
“sounds like a puff sheet. We won’t 
answer.” 

The accuracy of Mr. Jones’ diagnosis 
is due not only to his instinctive aver- 
sion to “write-ups”, but to the fact 
that recently a business friend had re- 
ceived a somewhat similar letter from 
another magazine. This friend had 
sanctioned the article; furthermore, he 
had bought a couple of hundred copies 
of the publication at 35 cents each, 
only to learn later that it catered ex- 
clusively to unsuspecting persons like 
himself, and that its entire circulation 
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was among individuals who had not ob- 
jected to some favorable, if expensive 
and pointless, publicity. 

Let it be assumed, for purpose of illus- 
tration, that Mr. Jones is unversed in 
the ways and wiles of “puff sheets” and 
that he replies to the letter, informing 
the editor that he will be pleased to ex- 
amine the article and that he is sending 
a little additional information, includ- 
ing, perhaps, the bank’s last condition 
statement. The ensuing procedure will 
be something like this: 

In a day or two the editor calls by 
long distance telephone—charges col- 
lect—saying that he is going to press 
very soon and that to save time he sug- 
gests Mr. Jones listen to the article over 
the wire. Will he please interrupt if he 
has any revisions to make, for the maga- 
zine wants to be absolutely correct? 

The editor reads and Mr. Jones is 
pleasantly surprised at the manu- 
script’s accuracy. Also, being human, he 
is highly flattered at its tone, making a 
mental note that the home town paper 
never gave him a break like this. In 
short, he is in exactly the right frame of 
mind to answer the editor’s question: 

“How many copies of the issue can 
we put you down for, Mr. Jones? 
They’re 35 cents each.” 


THE CATCH 


PERHAPS Mr. Jones wonders why so 
pleasant an experience is being sullied 
by even a suggestion of commercialism; 
perhaps, on the other hand, he has been 
looking for a catch and is gratified that 
it is not more formidable. If he thinks 
100 copies will be enough the editor po- 
litely advises 500, pointing out that Mr. 
Jones will wish to remember his many 
friends. Eventually a compromise is 
reached and the editor says a bill will be 
sent. 

In due course come the statement and 
(after payment) the magazines. The lat- 
ter arrive by express. Mr. Jones finds 


that the article is prominently dis- 
played; unfortunately, however, this 
favorable impression lasts only until he 
has given the publication even a super- 
ficial examination. A casual perusal dis- 
closes that it is made up entirely of 
glowing tributes to sundry individuals 
and organizations, and the banker cor- 
rectly surmises that its circulation is 
among the incredulous Joneses to whose 
little vanities it caters. 

How did the editor find out so much 
about Mr. Jones? That’s the editor’s 
secret, but the chances are that most of 
the material was gleaned from an item in 
Mr. Jones’ local newspaper, or from a 
business directory. 

The hypothetical banker was no more 
easily imposed on than are hundreds of 
other businessmen and businesses. The 
National Better Business Bureau, Inc., 
has fat files covering the many ramifica- 
tions of “puff sheet” enterprise, and in 
its list are numerous instances of bank- 
ers who have been caught off their 
guard. Incidentally, the Bureau also re- 
ceives numerous communications from 
banks whose customers, having been 
approached by a “puff sheet,” want 
their bank to find out something about 
the magazine before they commit them- 
selves. 

The “puff sheet” is an old business. 
It is admittedly hard to stop, for appar- 
ently it has been conducted within the 
law, although last November the postal 
authorities barred one of these maga- 
zines from the mails. However, it is diffi- 
cult to place the tag of illegality on such 
publications; they execute their part of 
each contract by delivering the pur- 
chased copies, and they are careful 
about the letters they write. Often, in- 
deed, introductory correspondence is 
dispensed with in favor of a collect tele- 
phone call or telegram. 

The best line of attack seems to be 
through the very medium peddled by 
the sheets themselves—publicity. 
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The 
New York ‘Trust 
Company 


Member of the Federal Reserve System and of the New York Clearing House Association 
I0O0 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, March 31, 1935 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers $52,609,466.57 


United States Government 
Securities . . 123,132,671.88 


Reconstruction Finance 
Corporation Notes . 2,500,000.00 


Other Bonds and Securities 39,369,805.76 
Loans and Bills Purchased. 119,997,537.70 


Accrued Interest and Other 


Resources . 4,939,239.91 
2,105,110.92 


540,453.24 


Mortgages Owned . 

Equities in Real Estate 

Banking Houses — Equity 
and Leasehold 


Customers’ Liability for 
Acceptances and Letters 
ofCredit . 


Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


2,228,134.78 
3,599,069.90 


54,956.72 
$351,076,447.38 


LIABILITIES 

Capital . $12,500,000.00 
Surplus . 20,000,000.00 
Undivided 

Profits . 1,361,490.44 $33,861,490.44 
Reserves: 

For Contingencies 10,650,592.78 
For Taxes, Interest, etc.. 3,420,016.19 
Deposits . 294,289,413.97 


Outstandin 
Checks . 4,323,396.12 298,612,810.09 


Dividend Payable March 
. 


625,000.00 


Acceptances and Letters of 
Credit. . . . . . 3,851,581.16 


Acceptances, etc. ,Sold with 


Our Endorsement 54,956.72 


$351,076,447.38 


United States Government obligations and other securities carried at $19,851,679.38 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


Trustees 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 
J. P. Morgan & Company 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


EDWARD E. LOOMIS 
President, Lehigh Valley Railroad Co. 


ROBERT A. LOVETT 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe @ Fdy. Co. 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 
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SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


F. N. HOFFSTOT 


President, Pressed Steel Car Co. 


B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


Brown Brothers Harriman @& Co. 


HOWARD W. MAXWELL 
New York 


HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd © Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 
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Guaranty Trust Company | 


of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 
LONDON 


PARIS BRUSSELS 


MAIN OFFICE 
140 Broadway 


LIVERPOOI. 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


HAVRE ANTWERP 


Condensed Statement, March 31, 1935 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, 


and due from Banks and Bankers 
Bullion Abroad and in Transit . 


U. S. Government Securities 


Notes of aaa Finance Corpora- 


tion 
Public Seowiltios 


Stock of the Federal Reserve Bank 


Other Securities . . . 
Loans and Bills Purchased 


Items in Transit with Foreign Branches 
Credits Granted on nen 


Bank Buildings .. . 
Other Real Estate 


Real Estate Bonds and Mortgages. as 
Accrued Interest and Accounts Receivable 


- $ 410,184,920.21 
11,764,616.00 
462,576,971.28 


20,000,000.00 
67,905,229.34 
7,800,000.00 
22,224.861.78 
515,774,631.71 
344,571.11 
29,608,878.83 
13,743,019.39 
243,193.44 
2,571,808.55 
17,053,245.37 


$1,581,795,947.01 


LIABILITIES 


Capital . 
Surplus Fund. . 
Undivided Profits . 


Foreign Funds Borrowed . 


cf 131,578. 78 $ 267,131,578.78 
Dividend Payable April 1, 1935 . 


2,700,000.00 
239,360.00 


Accrued Interest, Miscellaneous Accounts 


Payable, Reserve for Taxes, etc. . ° 
$77,187, 367. 97 


47,578,489.14 


Acceptances . . . 
Less: Own Acceptances 
Held for Investment . 


12,334,315.92 


29,608,878.83 


Liability as Endorser on Acceptances and 


Foreign Bills .. . 
Deposits . 
Outstanding Checks . . 


WILLIAM C. POTTER, Chairman 


. $1,253,959,784.38 
14,923,319.10 


898,710.00 


1,268,883,103.48 
$1,581,795,947.01 


W. PALEN CONWAY, President 


EUGENE W. STETSON, Vice-President 
DIRECTORS 


GEORGE *. ALLEN Vice-Chairman, British- 
American Tobacco Company, ‘Limited, 

and President, Duke Power Company 

W. W. ATTERBURY . . President, Pennsylvania 
Railroad Company 

W. PALEN CONWAY President 
CHARLES P.COOPER .. . . Vice-President, 
American Telephone & Telegraph Company 
JOHN W. DAVIS . . . of Davis Polk Wardwell 


Gardiner & Reed 

HENRY W. de FOREST 
ARTHUR C. DORRANCE_.President, Campbell 
up Company 
EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP. ._ President, Berwind- 
White Coal Mining Company 
LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G. GOSSLER President, 
Columbia Gas & Electric Corporation 


EUGENE G. GRACE President, 
Bethlehem Steel Corporation 

W. A. HARRIMAN .. . . of Brown Brothers 
Harriman & Co. 

JOHN A. HARTFORD. . President, The Great 
Atlantic & Pacific Tea Company 


DAVID F. HOUSTON . President, The Mutual 
Life Insurance Company of New York 


CORNELIUS F. KELLEY President, 
Anaconda Copper Mining Co. 
THOMAS W. LAMONT of J. P. Morgan & Co. 


WILLIAM C. POTTER Chairman of the Board 
GEORGE E. ROOSEVELT . of Roosevelt & Son 
EUGENE W.STETSON .. . . Vice-President 
CORNELIUS VANDERBILT WHITNEY Banker 
GEORGE WHITNEY . of J. P. Morgan & Co. 
THOMAS WILLIAMS of I. T. Williams & Sons 


L.EDMUND ZACHER .. . . President, 
The Travelers Insurance Company 


Cooperative 
Purchasing 


One regional clearinghouse as- 
sociation is already exploring the 


| possibilities of such an arrange- 


ment and is making a survey of 


| what similar organizations are 


doing in this connection. The in- 


| formation is still incomplete, but 
| the plan would seem to offer in- 


teresting possibilities. 


— G costs of bank supplies bring 
up the question whether banking 
institutions in the same locality can 
effect important savings by cooperative 
purchasing of standard materials in 
large quantities. 

In recent years banks have provided 
for the cost of supplies used by 
customers—checkbooks, for instance— 
through the medium of their service 
charge schedules. However, there are 
numerous materials which the institu- 
tions themselves use in substantial 
amounts, and these items constitute a 
fixed part of the overhead. 


CLEARINGHOUSE BUYING 


THE development of clearinghouse 
associations has brought banks together 
for the handling of numerous mutual 
problems and services, and it has been 
suggested that the purchase of supplies 
might well be regarded as one of these. 
Quantity buying is often impractical for 
smaller institutions individually. They 
do not have occasion to purchase in 
sufficient volume to gain the benefit 
of more favorable prices, nor do they 
have space to store bulky boxes of sta- 
tionery and forms. Likewise, a small 
bank often does not care to tie up size- 
able sums of money in materials that 
will not be fully utilized for a period of 
several months. 

However, both large and small banks 
in the same community may find it 
worth while to study the advisability of 
cooperative buying. The staple supply 
requirements of these institutions can 
usually be estimated for some time 
ahead, and if such goods are bought by 
one officer designated as purchasing 
agent for all banks in the town or city, 
welcome economies may result. 

GrorGE R. SMITH 
Cashier 
Commercial National Bank 
Demopolis, Alabama 
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HE net below — that extra margin of 

safety—protects them against the con- 
stant risks of a hazardous profession. 
F&D Blanket Bonds give this extra margin of 
safety to banks. They protect them against the 
risks of employee dishonesty, burglary, hold- 
up, accidental destruction of money and 
securities, and other hazards—many of which 
are not specifically insurable. An F&D Blanket 
Bond is the simplest and most complete pro- 


tection a bank can buy. 


The Fidelity and Deposit Company of 
Maryland specializes in the issuance of 
Fidelity and Surety Bonds. Since its 
beginnings in 1890, it has never failed 
to meet its just obligations. 


Besides its thousands of local agents all 
over the United States, the F&D main- 
tains complete offices in 38 principal 
cities, fully equipped to analyse your 
bonding requirements, to provide you 
with proper coverage, and to give 
prompt attention to the investigation 
and adjustment of losses. 


FIDELITY anno DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 


The F&D and its affiliate, the AMERICAN BONDING 
COMPANY OF BALTIMORE, specialize in Fidelity and 
Surety Bonds, Burglary, Forgery and Plate Glass Insurance. 
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PROTECTING THE 
INVESTMENT 
IN FORECLOSURE 
PROPERTY 


@ THE foreclosure buildings in the hands of your firm will never pay 
out if they are allowed to drift along. They must be kept in condition 
to attract a good class of tenants. It is important that they provide, 
among other things, elevator service that is beyond criticism. And 
many concerns with this type of building on their hands have solved 
the elevator problem by placing all those buildings under Otis Elevator 


Maintenance. 


What Otis Maintenance is 


Without going into details (our representative will do that if you are 
interested), Otis Maintenance is complete, scientific elevator care by 
the manufacturer. It is a system, developed from years of elevator 
experience, that provides the best and safest elevator service for the 


least money. 


What Otis Maintenance does 


It insures against needless and sometimes large repair bills. 
It reduces amortization charges. 
It eliminates unnecessary service interruptions. 
It maintains, and usually increases, elevator efficiency, speed and 
safety. 
@ It prolongs elevator life. 


All of this is not theory but proved fact — examine any elevator under 
Otis Maintenance or ask the owner. 

If you are interested in getting the money out of those buildings 
as soon as possible, give serious consideration to the maintenance of 
the elevators. To make sure of elevator economy, safety, and service, 
we suggest that you permit an Otis representative to offer you our 
standard maintenance contract. It can be cancelled at any time on 
thirty days’ notice. 


OTIS ELEVATOR COMPANY 
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New Business 


Campaigns 


ANKERS everywhere are following 

the lead of merchandise producers 

in advertising their wares through all 

the modern facilities offered by the 
radio and printed matter. 

In rural communities the radio is 
offering opportunity for small banks to 
secure new business through contacts 
otherwise inaccessible. Untold hundreds 
of listeners to the local broadcasts are 
reached—people who, perhaps, seldom 
glance at the bank advertisements. 

Experiments along novel lines to 
secure new business in heavily over- 
banked areas are resorted to. Here is one 
plan which was successfully operated 
in an eastern city: 


ONE CAMPAIGN 


A SURVEY of the entire territory cov- 
ered by a certain bank was made with 
the thought in mind not only of securing 
new depositors but of selling certain 
facilities of this bank which might be 
helpful to the type of merchant in that 
locality. The first obstacle to overcome 
was friction with neighboring banks. 
Customers had naturally been banking 
with other institutions for years and 
had developed a mutually satisfactory 
relationship which the bank did not 
wish to break. 

The problem was solved as follows: 
A chart was prepared showing all the 
competitor banks and also the localities 
from which this bank derived most of its 
business. Field men were sent into the 
territory and secured lists of non-de- 
positors from building directories, lease 
records and superintendents. These 
were carefully checked at a central bu- 
reau to ascertain whether the bank had 
ever served these people in any possible 
way. Credit reports were secured on the 
most likely clients and an active file 
was built up for guidance during the 
campaign. 

Representatives were then selected 
to interview personally each of the 
prospects, endeavoring to secure busi- 
ness by interesting them in some par- 
ticular phase of bank activity. If the 
prospect happened to be an exporter or 
importer, he was invited to use the 
facilities of the foreign department; if a 
wealthy individual, the advantages of 
establishing a trust fund or custodian 
account. This campaign produced re- 
sults far beyond expectations. 

HEnrY F. 
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Day and NIGHT 


DIRECT SENDINGS 


The National City Bank of Cleveland announces two 


improvements of decided advantage to its correspon- 


dents and their customers: 
Our Transit Department now oper- 
ates on a day and night schedule. 


Through arrangements with our cor- 
respondents, we collect approximately 
75% of our Ohio items on a direct 


sending basis. 


Correspondents are attracting additional commercial business 
through active use of the National City’s services. 


May we outline their application to your own institution? 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 


S TF BANK = F O U N DE D 1s 4 5 
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A Precaution in Cashing Checks 


FTER several western banks had 
been victimized by crooks who per- 
suaded tellers to cash worthless checks 
through the use of forged officers’ 
initials, the Colorado State Bank of 
Denver devised a method to avoid such 
tricks. 

Explaining the system, F. L. Barkley, 
vice-president of the bank says: ‘‘The 
usual method of these fellows is to 
present a perfectly good check, along 


with proper identification, to an officer 
and get the item initialed ‘O.K.’ for 
payment. The crook then copies the 
initial on a piece of worthless paper and, 
unless the teller’s suspicions are aroused, 
gets it cashed. The bank is out the 
money, perhaps a substantial amount. 

“Of course, this can be prevented by 
refusing to cash such checks under any 
circumstances or in accompanying the 
customer to the paying teller, but 


The First National 
Bank of Chicago 


Statement of Condition March 4, 1935 


ASSETS 


Cash and Due from Banks, . : 


$273,63 1,621.70 


United States Obligations—Direct and fully Guaranteed, 


Pledged — To Secure Public Deposits, 
To Secure Trust Deposits, 
Under Trust Act of Illinois, 
Other Bonds and Securities, 
Loans and Discounts, . 
Real Estate (Bank Building), 


Other Real Estate (7 South Dearborn Street), 


Federal Reserve Bank Stock, ‘ 


Customers’ Liability Account of eeneeeneen, 


Interest Earned, not Collected, . 


$244,416,040.65 


9,167,000.00 
23,000,000.00 
500,000.00 


277,083,040.65 
56,115,680.34 

- 205,445,319.53 
9,312,449.15 
1,960,015.04 
1,800,000.00 
4,414,05 1.95 
1,554,987.40 
567,929.00 

$83 1,885,094.76 


LIABILITIES 


Capital Stock—Preferred, 

Capital Stock—Common, 

Surplus Fund, 

Other Undivided Profits, 

Special Reserve, . ‘ 

Discount Collected but not ened, 
Reserve for Taxes, etc., ; 
Liability Account of 
Time Deposits, . 
Deposits of Public Funds, . 
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101,671,827.06 
Liabilities other than those above stated, . ; ‘ 


$25,000,000.00 

25,000,000.00 

10,000,000.00 

1,557,121.67 

5,000,000.00 

560,826.34 

2,256,924.96 


$144,554,823.69 


511,222,734.80 
757,449,385.55 
438,069.29 


$831,885,094.76 


neither, for one reason or another, is 
entirely satisfactory. So we devised a 
system of our own to take care of these 
checks from strangers. 

“When a check is brought to an 
officer for his approval and he is satisfied 
that it is good, he fills in a blank which 
gives a complete description of the item 
along with date and time of the inter- 
view. Each blank bears a serial number 
and this number rather than an initial 
is written on the back of the check. The 
customer then takes the check to the 
teller designated to handle such items, 
while the blank is routed to the same 
teller by messenger. When the check is 
presented, it and its description on the 
blank must tally or it is not cashed. 

“The advantages in this are obvious. 
First, the officer’s initials never get 
into the hands of the public. Second, 
if someone tries to substitute a 
worthless item by simply copying the 
serial number that the officer has used 
he is caught at once, for the substituted 
item will not agree with the description 
waiting in the paying teller’s cage. 
Third, he is prevented from any other 
chicanery by the time element. If he 
does not reach the teller soon after the 
time indicated on the identification slip, 
the teller knows something is wrong.” 


COTTON TAX 


George A. Sloan, chairman of 
the Cotton Textile Code Au- 
thority, told a Senate group 
that the cotton processing tax 
amounted to a sales tax on a 
necessity of life 
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FARMERS DEPOSIT NATIONAL BANK 


OF PITTSBURGH, PENNSYLVANIA 
CAPITAL AND SuRPLUS TWELVE MILLION DOLLARS 


STATEMENT OF CONDITION, MARCH 4, 1935 


RESOURCES 
Cash on Hand and Due from Banks............ $28,118,429.18 


U. S. Government Securities.................. 50,624,803.13 


$78, 743,232.31 


U. S. Government Bonds (To Secure Circulation). . . 


Other Bonds and Securities 


Bank Building 
Other Real Estate 
Overdrafts 


3,000, 000.00 


4,262, 134.62 
8,627,704.13 


12,889,838.75 
574,610.11 
4,625,177.18 
11,829.32 
73.94 
$99,844,761.61 


LIABILITIES 


Demand Deposits 

Time Deposits 

U. S. Government Deposits (Secured) 
Municipal Deposits (Secured) 
Circulation 

Reserves for Taxes, Interest, Etc 


Capital 


$47,670,281.54 
29,931,765.18 
2,249,946.89 
1,925,000.00 $81,776,993.61 
2,858,900.00 
103,176.49 
6,000,000.00 
6,000,000.00 
3,105,691.51 15,105,691.51 


$99,844,761.61 


DIRECTORS 


Artuur E. Braun President 


Georce H. Ciapp 
Director, Aluminum Company of America 
Georce L. Craic President, Chartiers Oil Company 


Maurice Director, National Steel Corporation 


WituiaM C. Fownes, Jr. Chairman Executive 
Committee, Spang, Chalfant & Co., Inc. 


Joun G. FRAZER 
Member, Reed, Smith, Shaw & McClay, Attorneys 


Cuar.es W. FRIEND Vice President, 


James B. Haines, Jr. 
Director, National Union Fire Insurance Co. 
James E. Lewis 
President, Harbison-Walker Refractories Co. 
Sipney S. Liccetr Banker 
L. Monro 
President, American Window Glass Company 
Frank R. PHILLIPs 
President, Duquesne Light Company 
ANDREW W. ROBERTSON 
Chairman, Westinghouse Electric & Mfg. Co. 
WALKER 
Director, Reliance Life Insurance Company 


A Century of experience in meeting the requirements of industry, has de- 
veloped in this bank complete commercial banking facilities. Inquiries are 
invited from interested executives, regardless of their geographical location. 


Brownsville Coal & Coke Company 


SPECIALIZING FOR 103 YEARS IN COMMERCIAL BANKING 
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Loans and Discounts......................... P| 
Interest Accrued on Investments.............. _ 
Undivided Profits and Reserves................ 


The Return on Time Deposits 


ine problem of rising excess cash 
reserves has brought some banks 
face to face with the necessity of estab- 
lishing a policy as to further gains in 
deposits, especially if the latter threaten 
to rise beyond the ratio which Govern- 
ment authorities appear to think proper. 
One of the stories now going the rounds 
relates to a New England bank presi- 
dent who, when asked by the Federal 
Deposit Insurance Corporation author- 


ities to bring his modest capital more 
into line with his swollen deposits, de- 
cided there was no advantageous way 
in which he could employ more capital 
if he had it. So he wrote letters to some 
of the largest depositors and asked them 
to put some of their funds elsewhere. 
Thus he brought his capital structure 
into the proper ratio with deposits by 
working out the problem backwards. 

A small bank, also in New England, 


FIRE INSURANCE IS OBLIGATORY! 


Why not Rust Insurance 
with Copper and Brass? 


Every year rust costs American home-owners more than 
fire. Yet much of this loss is needless . . . and can be 
avoided by using these durable, rwst/ess Anaconda Metals... 


Anaconda Brass Pipe...the stand- 
ard of quality since the need 
for rustless plumbing was first 
recognized. 

Anaconda Copper Water Tubes... 
for low-cost assembly with 
“solder’’ fittings. 

Anaconda Sheet Copper... time- 
tested, lasting, economical... 
for roofs, gutters, leaders and 
all exposed sheet metal work. 


as copper, strong as steel... for 
sturdy, long-lasting hot water 
storage tanks. 

Anaconda Bronze Wire... for 
window and door screens and 
solid Brass or Bronze for hard- 
ware and lighting fixtures. 


The lasting economy of rustless 
metals should appeal strongly 
to thoughtful borrowers, as 
well as to lenders, of long- 


Everdur Metal... rustless term “building money”. 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Connecticut 
Offices and Agencies in Principal Cities 


ANACONDA COPPER & BRASS 
* 


went at the problem in a slightly differ- 
ent way. It decided it would not invest 
time deposits in long term bonds and 
would not pay 2% per cent on time 
deposits while investing the funds at 
134 to 2 per cent. It did not object so 
much to paying 234 per cent on those 
time deposits which had been in the 
bank for a long time, on the theory that 
the money, when it was deposited, was 
advantageously invested in relation to 
the rate of interest paid. But it did 
object to paying 214 per cent to new- 
comers. So, on all fresh time deposits, it 
adopted a policy of accepting only half 
the amounts offered, stipulating that, 
on condition of accepting that half, the 
other half would be deposited in a check- 
ing account. 

To customers who thought the offer 
peculiar, the bank frankly explained 
that the institution was primarily a safe 
place for money; that it could not con- 
tinue to guarantee safety while paying 
interest at a rate more than it could 
earn on the money at short term. Nor 
could it invest a deposit technically re- 
turnable in 60 days and actually re- 
turnable on demand in even a Govern- 
ment bond running 20 or 25 years. And, 
obviously, the customer would be the 
first to complain if the bank put his 
money into an unliquid mortgage. 

Most of the customers saw the point. 
Those who insisted upon the maximum 
interest went with the bank’s blessing 
to the post office or to the rival across 
the street, which was still paying 2% 
per cent on every time deposit and los- 
ing money on reinvestment of the funds. 
But many more figured that the lost 
interest was too small a sum to go to 
the trouble of changing banking rela- 
tionships to obtain. Furthermore, most 
of them were so accustomed to going 
into one place that they had no desire 
to go elsewhere. 

Some banks view the problem differ- 
ently and take the stand that, with 
huge cash reserves as an augmented 
guarantee of the liquidity of demand 
deposits, they can afford to expand time 
deposits and buy longer term bonds or 
even make some modest mortgage 
loans of a character which is pretty 
high, bringing up the average return 
sufficiently to cover the 24 per cent by 
a sufficient margin. Such institutions 
usually are large ones in cities whose 
investment field is wider than that 
available to the small bank far removed 
from financial centers. 
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Condensed Statement of 
Condition on March 30, 1935 


Cash, Due from Banks and Bankers $192,157,652.30 

Exchanges for Clearing House 19,721,851.09 

U. S. Government Securities 426,051,228.19 

58,693,349.35 

161,466,417.44 

State and Municipal Bonds 33,623,788.42 
Stocks of Federal Reserve Bank and Bank for International 

Settlements, and N. Y. Clearing House Certificates. . . 2,321,696.25 
Other Securities and Investments 28,875,807.85 
Mortgages Owned 3,553,150.15 
Banking Premises 20,401,487.03 
Real Estate Formerly Occupied as Banking Premises . . . 1,398,916.51 
Accrued Interest and Accounts Receivable 3,412,251.46 
Customers’ Liability on Acceptances 8,147,612.00 
Liability of Others on Acceptances, etc., 

Sold with Our Endorsement 328,694.59 
$960,153,902.63 
Liabilities 

$25,000,000.00 
Surplus Fund 50,000,000.00 
Undivided Profits 12,871,092.85  $87,871,092.85 
Contingency Fund 16,815,968.46 
U. S. Government Deposits, Secured . . . 81,742,700.00 
State and Municipal Deposits, Secured . . 433,179.55 
Other Deposits 750,458,799.67 
Outstanding and Certified Checks . . . . 10,271,613.36 842,906,292.58 
Dividend Payable April 1, 1935 1,875,000.00 
Accrued Interest Payable 44,346.57 
Unearned Interest 196,290.00 
Reserve for Taxes and Expenses 1,308,891.71 
Outstanding Acceptances 15,264,704.99 

Less Amount in Portfolio 6,457,379.12 8,807,325.87 
Acceptances, etc., Sold with Our Endorsement 328,694.59 


$960,153,902.63 


As required by law, bonds carried at $86,234,798.55 have been deposited to secure deposits as 
indicated above and for other purposes. 


DIRECTORS 
SEWARD PROssER, Chairman, Managing Committee A. A. TILney, Chairman of the Board 
Henry J. Cocuran, Vice Chairman of the Board S. SLOAN CoLt, President 
SrePHeN Bircu Joun I. Downey Frep I. Kent Hersert L. Pratr 
Cornetius N. Biiss Gates W.McGarrau Joun J. Raskos 
Tuomas CocHRAN S. Parxer Paut Moore Cuartrs L. TirrAny 
L. De Bost JamesG.Harsorp Dantet E. Pomeroy B. A. Tompkins 


BANKERS TRUST COMPANY 


16 WALL STREET «+ NEW YORK 


FIFTH AVENUE at 42nd STREET ? 57th STREET at MADISON AVENUE 
LONDON OFFICE: 26 OLD BROAD STREET 
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The Investor’s Dilemma 


T has long been the practice of those 
who buy securities for investment 
purposes to give some consideration 

to the factors which govern the general 
level of commodity prices. The astute 
investor knows that the purchasing 


power of his income in future years may. 


be seriously affected by a change in the 
price level, and that he can ill afford to 
commit himself to a definite investment 
program until he has reached a reason- 
ably well founded conclusion as to 
whether the level of commodity prices 
is going to rise, remain fairly stable or 
decline. 

As a result of the lessons of more than 
half a century of alternate periods of 
rising and falling prices, seasoned in- 
vestors are constantly on the alert to 
keep their investment selections in 
tune with their ideas as to the future 
trend of prices. When they are con- 
vinced that the long-time trend of 
prices will be downward, they increase 
their holdings of bonds and preferred 
stocks; when they anticipate higher 
prices, they try to improve their capital 
and income position by selecting the 
common stocks of companies most 
likely to be favored by a turn in the 
business tide. 

During the past two years, the de- 
mand of the debtor classes for inflation 
has been so insistent, and so much leg- 
islation of an inflationary character has 
been enacted, that the investment 
community is now giving more atten- 
tion to the price-outlook appraisal than 
ever before. What was formerly a mat- 
ter of concern to seasoned investors 
alone is now of major interest to prac- 
tically all security buyers. Everywhere 
one hears the sentiment that higher 
prices are in prospect, that some kind of 
inflation is imminent, and that, as in 
times past, common stocks afford the 
best means of preserving one’s capital 
in the years to come. 

No one can say authoritatively how 
much or how soon the general price 
level will rise, but there is good reason 
for believing that substantially higher 
prices are in prospect—in the distant 
future at least. This conclusion seems 
fully warranted by the single fact that 
the gold dollar has been devalued 41 
per cent. The division of our gold stock 
into new dollars containing only 59 per 
cent as much gold as formerly has given 
us almost twice as many dollars for 
reserve purposes as we ever had; and 
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while this great accretion to the number 
of our gold monetary units will not 
cause a rise in the price level (beyond 
the initial fillip it imparted to the 
prices of export products), it will 
permit a far higher level of prices than 
any we have yet known, once the condi- 
tions which make for profitable business 
activity and full employment are 
restored. 

A fundamental principle which should 
be more fully appreciated is that the 
number of gold dollars in our possession 
cannot determine the level of prices. 
All that these dollars can do, if our 
currency is convertible into gold, as it 
will one day surely be, is to predeter- 
mine the limit to which credit can ex- 
pand and prices can rise under the 
natural stimulus that comes from un- 
restricted trade conditions. The mo- 
ment we increase the number of gold 
dollars in our banking reserves, whether 
through devaluation or otherwise, we 
postpone the day when the limit to ex- 
panding credit and rising prices will be 
reached. In the end, however, the addi- 
tional credit supply which the new gold 
dollars make possible is certain to be 
used up; then the brakes have to be 
applied. 

The world’s experience to date shows 


Should— 
They’re 
Big 
Enough!’’ 


that whenever a nation has devalued 
its standard money so that it had more 
monetary units as a base for credit ex- 
pansion than before, its level of prices 
sooner or later reached the upper limit 
which the number of its standard mone- 
tary units had predetermined. 

Over and above the considerations 
growing out of dollar devaluation, there 
is the much discussed possibility of 
currency inflation as the result of out- 
right “greenback”’ legislation by some 
future Congress, or of the continued 
excess of Federal expenditures over 
Federal revenues. This road has only 
recently been traversed by many Euro- 
pean countries. We know only too well 
where it leads. Unfortunately, no one 
can say how long we could travel it 
with safety, once we got started, or 
whether we will travel it at all. In ap- 
praising a situation of this kind, the 
investor must necessarily rely upon his 
own judgment and intuition. 

The sentiment is often expressed 
that a substantial rise in commodity 
prices, whether caused by the issuance 
of “greenbacks” or permitted by dollar 
devaluation, could be so well controlled 
that the investing classes need not be 
seriously affected. Plausible as senti- 
ment of this kind may seem, the histor- 
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ical fact is that no scheme of price-level 
fixation has ever succeeded anywhere 
for any length of time. A few years ago 
many observers thought our own Fed- 
eral Reserve Board had discovered the 
secret of price fixation in the policy of 
controlling the use of gold and the 
nation’s supply of credit. Yet with all 
the power it had at its command, the 
Reserve Board was unable to maintain 
control over gold, credit or prices; and 
since 1929 it has been powerless to re- 
vive business or prices through the 
policy of making our credit supply re- 
dundant. The time may come when the 
problem of maintaining stable prices 
can be solved in some other way, but 
there is no indication that this goal will 
be reached in the near future. 


COMMON STOCKS 


Assuming, then, that there will con- 
tinue to be wide swings in the price level 
and that the long term outlook is for 
much higher prices, is it sound policy 
for the investor to look to common 
stocks for the protection of his capital 
and future income, as in the past? 

It must be recognized, of course, that 
well selected common stocks in indus- 
trial and trading companies which are 
producing necessary products and serv- 
ices will afford protection to investors 
as in years gone by, provided the rise in 
commodity prices is moderate. But the 
rule about buying common stocks when 
higher prices seem imminent becomes 
dangerous when it is used as a hedge 
against wild inflation. Inflation of the 
German or even of the French variety 
would destroy the working capital of 
most industrial companies and much 
of the equity of their shareholders. 

Suppose, for example, that an indus- 
trial or trading company, free from 
bank debt, now has an inventory on its 
books of $20,000,000. If prices should 
rise 50 per cent, the company must have 
additional capital of $10,000,000 to 
carry on the same volume of business. 
Ordinarily new capital for inventory 
purposes can be borrowed from com- 
mercial banks so long as the ratio of 
inventory (and other quick assets) to 
bank loans (and other quick liabilities) 
is two to one or better. In the above 
illustration, the limit of this ratio 
would have been reached as soon as 
prices had risen 100 per cent. Further 
bank borrowing would then become 
impossible. 

In this emergency, new capital would 
have to be obtained from other sources 
if the business was to carry on. Raising 
new capital through the sale of bonds 
would be next to impossible in a period 
when the purchasing power of the dollar 
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was rapidly depreciating. Either the 
shareholders would have to come for- 
ward with new capital and subscribe to 
new shares, or the company would have 
to restrict its operations. In the end, 
the management would probably be 
confronted with the necessity of sus- 
pending operations entirely, for want of 
working capital. Companies in France 
and Germany encountered just these 
difficulties during the inflation period, 
and many had to close. 

It is well for the investor to realize 
that while the common stocks of indus- 
trial and trading companies which deal 
in necessities and which have a large 


surplus of working capital may afford 
good protection against the kind of 
depreciating dollar we have known in 
the past, they are in no sense a hedge 
against inflation of the European va- 
riety as is so commonly supposed. One 
must go outside the securities market 
entirely to find a semblance of protec- 
tion against such a catastrophe. Prefer- 
ably, one would invest in land that 
could be cultivated, a home that could 
be lived in, products or precious metals 
that could be stored. These would be 
far superior to securities if the inflation 
danger became serious. 
G. E. Putnam 


There Are Profits 


In Personalities 


Good reputation, backed by earning 
power, is Class A Collateral. The man 
with both is a Class A risk up to $1,000. 


The bank that lends money on such col- 
lateral, to such risks, is on a sound road 
to increased earnings. 


Personal Loan Departments have proved 
their profit possibilities in large banks 


and small. 


To aid bankers in establishing such de- 
partments The Todd Company, makers 
of Super-Safety Checks, has developed 
a Personal Loan Department System 
—complete as to forms—reason- 


able as to price—adjustable to 
your bank’s requirements. 


For complete details on a 
department that will in- 


crease your profits— 
clip, sign and mail 
the coupon op- 
posite. 


THE 
TODD 


COMPANY 
Rochester, N. Y. 


I am interested in obtain- 
ing details regarding forms 
and prices of your Per- 
sonal Loan Department 
System. 


Address 


Requested by 
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A Turning Point 


(CONTINUED FROM PAGE 23) 
and distributed speeches at the Bank’s 
expense, subsidized newspapers to print 
Bank propaganda and in general con- 
ducted a campaign in favor of recharter 
that was certain to stiffen Jackson’s hos- 
tility. The Bank’s opponents confined 
themselves largely to invective. The 
principle of the anti-bank men was to 
throw as much mudas possible, with the 
idea that some of it would stick. But 
nothing during Biddle’s administration 
was established except to the Bank’s 


credit and to the discredit of the 
honesty, purposes and intelligence of its 
opponents. 

The recharter bill included every con- 
cession which McLane had indicated 
Jackson would demand, and it passed 
the Senate June 11 by a vote of 28 to 
20 and the House on July 3 by 107 to 
85. Jackson’s veto was a foregone con- 
clusion and, indeed, was desired by the 
Whigs. The veto message, which seems 
to have been written largely by Amos 
Kendall, does not rank high as a finan- 


THIS LITTLE CHECK 
GOT A RAISE 


ID), cn for $1, this check was cashed for $1,932. Before it reached the bank, this 
instrument was intercepted, the amount raised. Neither mechanical check-writer 


nor safety-paper were sufficient protection. 


The shock of unexpected loss to the depositor, the embarrassment and possible 
loss and litigation to banks on which checks are drawn — are both eliminated, the 
burden quietly shifted simply by insuring forgery and alteration risks. A National 
Surety Depositor’s Forgery Bond not only protects your depositor’s bank balance — 
but indemnifies the bank on which the check is drawn. 


Each of your depositors who thus protects his account, reduces your risk. With 
this twofold security in mind, many bankers 


WRITE FOR 
aa 
The Prevention of Forgery 
Losses in Banks’ — 
a confidential memorandum out- 
lining specific, practical safeguards 
against forgery or alteration. For 


mutual protection, please use your 
letterhead in making the request. 


are cooperating with National Surety repre- 
sentatives in explaining Forgery Bonds to their 
depositors. You may find it profitable to do 
likewise. 


There are National Surety representatives eve- 
rywhere. Each is a specialist in Fidelity, Sure- 
ty, Forgery and Burglary protection, thoroughly 


equipped to serve you. 


NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, PRESIDENT 


cial essay but it was admirably cal- 
culated to succeed in its real purpose of 
providing a political document for the 
campaign. 

Jackson said the recharter involved a 
gratuity to the stockholders for which 
a fair return was not made to the public. 
The Bank tended to make the rich 
richer and the poor poorer. The foreign 
stockholders made the institution vir- 
tually a foreign bank, which was dan- 
gerous in time of war. Other sentences 
in the veto message spoke of monopoly 
to a favored few and danger to state 
rights, and it employed slogans calcu- 
lated to appeal especially to western 
interests. The effort to carry the bank 
bill over the President’s veto failed, of 
course. The Bank became the chief 
issue in a bitter campaign in which it 
participated actively, and Jackson was 
easily reelected. 

The Treasury, at Jackson’s insist- 
ence, and after one of the most dramatic 
struggles in American history, removed 
the Government deposits from the 
Bank in 1833, and its Federal charter 
duly expired in 1836. At that time it 
was in sound condition, and instead of 
going out of business it obtained a 
charter from Pennsylvania as_ the 
United States Bank of Pennsylvania, 
with the same capital as the old bank. 


END OF THE BANK 


THE history of the United States 
Bank of Pennsylvania is a record of 
what ought not to be done in banking. 
In almost every respect Biddle and his 
successors reversed the policy of pre- 
ceding years. The institution was a 
finance company rather than a bank. 
Its final blunder was to anticipate the 
Farm Board of 1929 in a grandiose at- 
tempt to keep up the price of American 
cotton. The panic of 1837 caused its 
suspension and its own misconduct com- 
pleted its ruin. Biddle resigned in 1839, 
but the Bank was too far gone to be 
saved even if Biddle’s successors had 
been sound bankers, of which there is 
no evidence. Creditors ultimately were 
paid, but the stockholders suffered a 
total loss. In spite of the patent mis- 
management of the Bank, Government 
necessity before its final suspension was 
so great that, had the Bank retained any 
virtues, it would almost inevitably 
have been employed as the Govern- 
ment’s chief fiscal agency. 

Nicholas Biddle went down in the 
general collapse. In 1840 the Whigs had 
elected William Henry Harrison Presi- 
dent, and it was known that the next 
year Daniel Webster would be Secretary 
of State. Biddle wrote to Webster re- 
calling his early diplomatic experience 
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as secretary in Paris and London and 
asked Webster whether he could not 
arrange to have him appointed as Min- 
ister to Austria. There were no more 
refreshers to be obtained from the great 
Bank. Webster was a practical politi- 
cian and knew that the appointment of 
Biddle to any conspicuous position 
would not be popular. His reply was 
brief, polite and discouraging. By the 
next year Biddle was the focus for all 
sorts of attacks and suits. 

All that was clear was that the great 
banker was no longer a great banker 
and that the successful financier was 
now a failure. Biddle died in 1844 long 
before the Bank of the United States 
was finally liquidated and two years 
after Charles Dickens on his American 
tour described “‘a handsome building of 
white marble which had a mournful, 
ghost-like aspect dreary to behold. I 
attributed this to the sombre influence 
of the night, and on rising in the morn- 
ing looked out again, expecting to see 
its steps and portico thronged with 
groups of people passing in and out. 
The door was still tight shut, however; 
the same cold cheerless air prevailed, 
and the building looked as if the marble 
statue of Don Guzman could alone have 
any business to transact within its 
gloomy walls. I hastened to inquire its 
name and purpose, and then my sur- 
prise vanished. It was the tomb of 
many fortunes, the great catacomb 
of investment—the memorable United 
States Bank.” 


NEWS 


C. F. Craig of A. T. & T. testi- 
fied in Washington that press 
associations use 300,000 miles 
of telegraph circuits to carry 
news through the United States 


HARRIS & EWING 


May 1935 


One Per Cent Per Annum 


beer the Beverly Hills National 
Bank & Trust Company of Beverly 
Hills, California, recently decided to 
reduce its savings fund interest to a 
1 per cent yearly basis it said to deposi- 
tors in a letter which was signed by 
the president of the institution: 
“Your money is our sacred trust. 
Our firm intention and duty is to have 
it for you when you want it and need it. 
“The fulfillment of that duty re- 
quires that your funds be employed 
only in accordance with our past high 


standards. The time has now come when 
it is no longer possible to pay interest 
to our savings depositors at the rate we 
have in the past, and maintain our 
standards. Since we have no intention 
of lowering such standards, our only 
alternative is to reduce the rate of 
interest paid on savings deposits. 

“Tt is with regret that we find it 
necessary to announce that ONE PER 
CENT per annum will be the rate on 
savings funds with this bank after 
April 1, 1935.” 


All Roads Lead to 
WASHINGTON 


¢ In these days of increasing rela- 
tionships between Government and 
business all roads lead to Washington. 
Our ninety-nine years of emphasis 
on service in the Nation’s capital 
are more important to our clients 
today than ever before. 


¢ This friendly and valuable service 
is available to clients and their cus- 
tomers at any time. 


IN WASHINGTON 
A Friendly Road 


Leads to ... 
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Cooperation with Police 


ANKS in New York City have re- 
ceived from Police Commissioner 
Lewis J. Valentine a four-page circular 
letter on the subject of robbery hazards 
and methods for their reduction or 
elimination. The suggestions are ap- 
plicable to all banking institutions and 
a summary of them may be of interest 
to bankers elsewhere. 
Bandits planning an early morning 
robbery, the commissioner pointed out, 


closely examine the premises and study 
the habits of employees. Finding that a 
burglary would be impossible, they may 
nevertheless keep the bank under ob- 
servation to determine the routine fol- 
lowed by the watchman or porter and 
the procedure at opening time. 

The greatest weakness found in con- 
nection with most branch banks, the 
commissioner observed, is that it is 
possible for bandits to: 


PERSONALIZED 
CORRESPONDENT 


SERVICE 


Heyed to INDIVIDUAL NEEDS 


The requirements of no two of the many hundred corre- 
spondent institutions served by the banking division of 
Live Stock National Bank are wholly alike. 

One may need a quicker clearing service for Chicago 


Obtain admission through the roof, 
windows, rear doors, cellar, etc., and 
overpower the watchman; induce the 
watchman or porter to admit them by 
using some subterfuge; force an en- 
trance when the watchman leaves dur- 
ing the night or early morning; force an 
entrance when the porter or first em- 
ployee arrives for work. 

To minimize the possibility of ban- 
dits’ effecting entrance while banks are 
closed or being opened, Mr. Valentine 
made these suggestions: 

The watchman should not leave the 
bank under any circumstances, except 
in case of fire, and should admit no one 
except known employees. When there is 
no watchman and the porter is first to 
arrive in the morning he should not 
enter until the patrolman on post is 
present. Watchmen or porters should 
record license numbers of strange auto- 
mobiles parked near the bank or cruis- 
ing in the neighborhood. Banks should 
remove window obstructions, such as 
screens, which prevent a clear view of 
their interiors from the street. 

Each bank manager should obtain 
the telephone numbers of all police 
offices in his district, and thosenumbers 
should be conspicuously displayed, 
particularly in paying and receiving 
tellers’ cages. 


items. Another may use our commercial facilities for the 
deposit of reserve funds. Others find our officials’ intimate 
knowledge of national affairs of material value in better 
interpreting economic trends. 

Still others seek and obtain competent investment 
counsel. Our close contact with the live stock industry, 
and our accurate knowledge of current developments in 
agriculture throughout the country, are of inestimable 
value to correspondents in making their service more 
vital to their depositors. 

No matter what your need, that individualized service 
is afforded by Live Stock National Bank—and enthusi- 
astically rendered in a spirit of helpfulness, regardless of 
the amount of your balance. Your letter of inquiry is sin- 


C.C.C. 


Robert Fechner, director of the 
Civilian Conservation Corps, 
will have the number of his 
camps and workers practically 
doubled under the work relief 
appropriation 


cerely invited. 


_ LIVE STOCK 
NATIONAL BAN 


UNION STOCK YARDS 


si Serving Agriculture and Industry Since 1868 ‘ 


HARRIS & EWING 
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National 
Posting Machines speed up Window 
Work” in the Huntington National Bank 


@ The Huntington National Bank of 
Columbus, Ohio, adds its approval to 
that of hundreds of banks which en- 
dorse National Posting Machines for 
savings and thrift accounts. The ac- 
companying letter from Mr. E. R. 
Brown, Cashier, speaks for itself. 

From the day The Huntington 
National Bank installed Nationals, 
their depositors received faster win- 
dow service and legible, machine- 
printed entries in their pass books. 
In addition, the bank immediately 
got “first hand” control over all sav- 
ings department transactions. Be- 
sides this, there was a reduction in 
clerical work. 

May we give you complete infor- 
mation about National Posting Ma- 
chines and what you may expect them 
to do for you? A telephone call to our 
local representative or a letter to us 
will bring you all the facts. 


@ Savings Windows, The Huntington National Bank, Columbus, Ohio 


THE 
DAYTON, OHIO 


Cash Registers e Typewriting-Bookkeeping Machines e Posting Machines e Analysis Machines e Bank-Book- 
keeping Machines e Check-Writing and Signing Machines e Postage Meter Machines e Correct Posture Chairs 
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The Abundant Resources of Banks 


— or not the rising tide of 
bank resources in the United 
States threatens to overwhelm the 
banks themselves, the latter at least 
now have a fair measure of the flood 
which is upon them. For the first time 
there are now available really compa- 
rable statistics of developments in the 
country’s banking business over a half- 
year period. 

It has been anticipated that the 


POSITIONS OF TRUST 


Bankers’ and Brokers’ Blanket Bonds, issued by the STANDARD 
of Detroit, cover dishonest acts, forgery, theft, larceny, holdup, 
burglary, misplacement, destruction, etc. e The STANDARD 
agent in your locality is fully qualified to study and recommend 
the nature and the amount of insurance and bonds needed for 
wise protection. He will welcome an opportunity to be useful 
to banking and business institutions in this way. e STANDARD 
was organized over 50 years ago. Today, over a million people 
enjoy the security of STANDARD Insurance and Bonds. Over 
6,000 representatives provide nation-wide protection and 
service. More than $139,000,000 has been paid in claims. 


In addition to Blanket Bonds, STANDARD writes Check Forgery Bonds, Individual Safe Deposit 


statement of condition of member 
banks in the deposit insurance system 
following the December call would 
show a large increase in deposits as 
compared with the returns for last 
June, but it was hardly expected that 
the increase would amount to as much 
as $3,180,670,000 to a total of $38,994,- 
264,000. It was also anticipated that 
there would be no proportionate in- 
crease in the loans and investments of 


Box Burglary and Robbery Insurance, Messenger Robbery (Outside Holdup), Bank Burglary and 
Robbery, Safe Deposit Box Burglary and Robbery as well as all other forms of Casualty Insurance 
and Fidelity and Surety Bonds. 


STANDARD ACCIDENT INSURANCE COMPANY 
of Detroit 


the banks, but it was not realized that 
the increase would be only $1,086,183,- 
000, or only about one-third of the 
increase in deposits. 

Analysis of the returns on deposits 
develops two significant facts. One is 
that the deposits of individuals and 
corporations have increased in greater 
proportion in the smaller banks, pre- 
sumably reflecting more money in ag- 
ricultural and out-of-the-way districts, 
especially where governmental expendi- 
tures have been heavy. The second 
feature is the immense increase in 
inter-bank deposits, reflecting large 
balances carried by country banks with 
their metropolitan correspondents. De- 
posits of the Federal Government, the 
postal savings system and other public 
funds practically remained unchanged 
in the six-month period, an increase 
in deposits of states, municipalities and 
the like being virtually offset by a 
decrease in the deposits of the Federal 
agencies, notably postal savings. 

Deposits of individuals and corpora- 
tions increased from $26,201,268,000 to 
$28,369,658,000, or by $2,168,390,000. 
Demand deposits increased from $,- 
835,278,000 to $5,813,246,000, or by 
$977,968,000. These funds were abso- 
lutely idle except insofar as metropoli- 
tan banks invest a part of them in 
short term Government securities. 

The most notable feature of the loan 
and investment returns is the avidity 
with which all the banks, particularly 
the smaller ones, have taken up se- 
curities of the Home Owners’ Loan 
Corporation and the Federal Farm 
Mortgage Corporation guaranteed by 
the Government both as to principal 
and interest. The increase in all banks’ 
holdings of these bonds was from 
$593,524,000 to $1,209,835,000, or $616,- 
311,000. The non-member state banks 
took $136,000,000 of this increase, or 
nearly twice as much as the national 
banks in proportion to their respective 
resources. National and other member 
banks increased their holdings by about 
95 per cent as compared with 160 per 
cent for the non-member banks. 

Perhaps the chief significance of this 
lies in the fact that the non-member 
banks have not increased their holdings 
of direct obligations of the United 
States in the same proportion or in 
proportion to other banks. Investments 
in Government securities rose from 
$9,707,976,000 to $10,502,606,000, or 
by $794,630,000. National banks in- 
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creased their holdings by 11 per cent as 
compared with 4 per cent for the state 
member and non-member banks. At 
the end of the year, according to the 
F.D.I.C. report, national banks held 
34.9 per cent of their total loans and 
investments in direct securities of the 
Government. The ratio for state mem- 
ber banks was 35.69 per cent, for 
non-member banks 12.9 per cent and 
for all banks in the deposit insurance 
system 32.05 per cent. 

During the six-month period all 
banks reduced their investments in 
foreign securities by $37,954,000 to a 
total of $296,078,000. They increased 
their investments in state, municipal 
and similar securities by $132,635,000 
to $2,410,628,000 and in other securities 
by $176,010,000 to $3,604,929,000. 
These increases were substantially pro- 
portional in all classes of banks. 

The prevalence of idle funds is re- 
flected in cash items. Vault cash in the 
banks increased during the six months 
by $169,742,000, or by an average of 
27 per cent for all banks, 30 per cent for 
national banks, 26 per cent for state 
member banks and 23 per cent for 
non-member banks. The increase in ex- 
change, outside checks and other cash 
items was much greater. The amount of 
increase was $736,320,000, or 120 per 
cent for all banks, 90 per cent for 
national banks, 165 per cent for state 
member banks and 23 per cent for 
non-member banks. 

During the half-year period all banks 
reduced their bills payable by $27,959,- 


NAVY 


Admiral W. H. Standley, Chief 

of Naval Operations. The larg- 

est scale naval maneuvres in 

American peace-time history 
begin May 3 


000, leaving $40,504,000 outstanding, 
but a reduction of over a third in six 
months seems a very satisfactory rec- 
ord. The largest proportional reduction 
was in the obligations of state member 
banks. The banks also increased their 
fund for the retirement of preferred 
stock and capital notes and debentures 
by $2,635,000, and their capital was 
increased by $29,462,000, albeit most 
of it was borrowed from the Recon- 
struction Finance Corporation. 

Other items in the statement are not 
so satisfactory. Surplus funds were re- 
duced by $47,412,000, or 2 per cent; 


undivided profits by $6,720,000, prac- 
tically all of which was in non-member 
banks; and reserves for contingencies 
were reduced by $21,130,000, or 16 per 
cent, in the face of a gain of 6 per cent 
on the part of the national banks. These 
latter items reflect reduced earnings. 
Comparison of the December figures 
with those of last June gives an impres- 
sion of abundant strength in a changing 
business. It gives evidence that the 
country has no longer any occasion for 
worry about the soundness of its banks 
or the abundance of available credit. 
GrorcE E. ANDERSON 


How America’s Smart 
Insurance Buyers Buy 


A few months ago a survey was made of the insurance 
buying practices of America’s leading twelve thousand 
manufacturers and ten thousand wholesalers. These 
firms are typical of your better commercial accounts. 


The research, pioneered by these companies but made 
by an independent organization with no axe to grind, 
revealed some startling facts. It showed that there are 
ways of saving some insurance costs without reducing 
the quality or completeness of the insurance coverage. 


For instance, it is more economical to employ one good 
insurance man, entrusting all such problems to him. 
The research proved beyond shadow of doubt, that to 
split a firm’s insurance among several agents or brokers 
is more costly and may affect the quality and completeness 
of the insurance coverage. Further, periodic surveys of 
insurance and insurable hazards by a competent in- 
surance analyst will usually result in more and better 
coverage at considerably less insurance cost per year. 


Pioneers more than two centuries ago in founding the 
fire insurance industry, The London Assurance, with 
its associated companies, still stands among the leaders 
in the development of better insurance methods. . 
more about this research? Dictate a note to us now. 


The 
LONDON ASSURANCE 


The 
MANHATTAN 
Fire and Marine Insurance Company 
The 
UNION FIRE 


Accident and General Insurance Company 


99 JOHN STREET NEW YORK 
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Lobby and Window Displays 


_— displays of customers’ prod- 
ucts may be simple or elaborate, 
but they do not fully accomplish their 
purpose unless they are interesting. 

As a rule, the more interesting the 
lobby or window exhibit, the greater is 
its public appeal. Much of the broader 
effect will be lost if the assembled mate- 
rial has little or no significance beyond 
establishing the association between 
bank and manufacturer or merchant. 


A few people may be impressed by the 
fact that a bank is doing some friendly 
advertising on behalf of a business firm, 
but if the bank’s aim is to accomplish 
more than a mere recognition of an 
important customer, the promotional 
value of an exhibit will be greatly in- 
creased when it is forceful enough to 
command attention. 

Preparation of pretentious displays 
requires time, effort and usually con- 


CLIENTS inquiring 


about Auto Insurance 


Will Thank You 
for Saying “Lumbermens” 


The good will of your client is at stake when he asks advice 
on insurance companies. Lumbermens suggests you arm 
yourself with facts about this successful 23-year old mutual, 
so that you can recommend a company about which you 
are informed, and in which you can have full confidence. 
Judging from the experience of others, your clients will 


thank you for saying “Lumbermens”. 


Here are some 


quick facts about the Lumbermens Mutual Casualty Com- 
pany which will help you along until our booklet arrives: 


Assets, Jan.1,1935..... 


ce $19,545,750.11 


(44% in cash and government bonds.) 


Premium Income, 1934... 


$18,307,575.46 


(50% increase in the last 5 years.) 


Net Surplus, Jan. 1, 1935 . 


$2,534,504.10 


(Actual market values exceed statement values.) 


Dividends paid to policyholders in 1934 . $2,876,778.40 


(Dividends paid every year since organization in 1912.) 


Write for our statement of January 1, 1935, showing 
every security in our portfolio 


LUMBERMENS MUTUAL CASUALTY COMPANY 


Home Office: Mutual Insurance Building, Chicago 


WORLD'S GREATEST AUTOMOBILE MUTUAL 
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siderable space. However, a number of 
banks have worked out extensive pro- 
grams along rather unusual lines, even 
to the extent of showing large machines 
and illustrating industrial processes. 
The purpose has been to make the 
exhibits as attractive and informative 
as possible by endeavoring to satisfy 
peoples’ curiosity about the construc- 
tion and operation of articles familiar 
to them. 

Although no bank would find it con- 
venient to set up a locomotive in the 
lobby, some institutions successfully 
show automobiles, furnaces, gasoline 
pumps and machines of various descrip- 
tions. 

An illustration is to be found in 
the campaign conducted three years ago 
by an eastern bank. Early in 1932 this 
institution felt that it should work for 
the greatest amount of publicity at 
least expense and also for the good will 
of the community. Local industry was 
then at low ebb; the time seemed pro- 
pitious for stimulating interest in the 
city’s manufactures. 


LOCAL INDUSTRIES 


THE bank first approached the cham- 
ber of commerce, obtaining that or- 
ganization’s list of leading industries. 
The publicity director of the bank then 
called on 17 of the largest manufactur- 
ing establishments and offered each the 
use of one of the banking institution’s 
show windows for the period of one 
week. If the goods to be exhibited were 
too bulky for window display, the 
manufacturer was told that he could 
put them in the lobby. The bank asked 
that all materials be delivered at least 
four days in advance, accompanied by 
suitable descriptive matter which could 
be used in preparing a story for the local 
paper. Whenever possible, exhibitors 
were requested to supply samples show- 
ing the development of their product 
from raw material to the finished 
article. 

The series began with a display of 
electric machine tools for home use, 
three machines being set up in the bank 
lobby and others in the window. Sub- 
sequently the bank showed products of 
two silk mills, two hat manufacturers, 
a hosiery mill, a paper plant, a manu- 
facturer of adhesives and a number of 
other plants. 

One of the most spectacular exhibits 
was that of a truck maker. This was 
featured by a 125 horsepower motor set 
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up in the bank lobby and operated at 
low speed by means of a simple trans- 
former. Another display attracting wide 
attention was installed by a printing 
press manufacturer who exhibited a 
machine which makes the matrices used 
in printing newspapers. Simultaneously, 
the window display illustrated other 
steps in the mechanical preparation of 
a printed page, together with the fin- 
ished paper. 

Each window display bore a sign 
giving the name. of the manufacturer. 
There was also a card linking the ex- 
hibit with the bank’s sponsorship of the 
entire series. 

“We noticed,” writes an officer of 
this institution, “that whenever a dis- 
play was presented, employees from 
that particular factory would come to 
the bank, after hours or at noon, to see 
the products they had helped produce. 
In many instances these visits culmi- 
nated in savings accounts or member- 
ship in our factory savings clubs. 

“While considerable work was in- 
volved in running the series, the interest 
shown both by the general public and 
the officials in charge of the factories 
surpassed our expectations. We believe 
that the use of such displays is a valua- 
ble means of building up good will and 
appreciation of a bank’s efforts to coop- 
erate with local manufacturers.” 

A bank in another city has been mak- 
ing a thorough coverage of local 
industries through the medium of edu- 
cational lobby displays. For example, a 


SOLICITOR GENERAL 


Stanley Reed, recently sworn 

in as Solicitor General of the 

United States, had previously 

been general counsel of the 

Reconstruction Finance Cor- 
poration 


May 1935 


furnace company provided a complete 
gas furnace with air conditioning unit, 
labelled to show the various controls 
and unusual features. Interesting pic- 
tures of manufacturing processes and of 
other products made by the company 
supplemented the display. 


WOOD DISPLAY 


IN the same bank a veneer and panel 
company installed a large exhibit that 
attracted wide attention. It was fea- 
tured by sizeable samples of rare woods, 
together with panels showing how woods 
are combined to make furniture and 
other products. Another section of the 


display explained a new process for 
welding veneers. 

Each exhibit sponsored by this bank 
is the subject of a newspaper advertise- 
ment, prepared and paid for by the 
bank, which presents a brief description 
of the company and its goods, illus- 
trated with pictures. 

A bank in a western state has had 
several interesting experiences with dis- 
plays of a similar nature. After it had 
exhibited a furnace and air circulator 
equipment a representative of the man- 
ufacturer reported three sales that 
could be traced directly to the bank’s 
cooperative effort. 


NATIONAL BANK 
OF DETROIT 


Statement of Condition, March 4, 1935 


RESOURCES 


Cash on Hand and Due from 


Other Banks 


United States Government 
gations, direct and/or fully 


guaranteed : 
Unpledged 
*Pledged 


Securities 
Other Securities 
Stock in Federal Reserve Bank , 
Loans and Discounts . 
Real Estate Mortgages 
Overdrafts 


Accrued Interest Receivable—Net P 

Customers’ Liability Account of Acceptances oni 
Letters of Credit 

Other Resources 

TOTAL RESOURCES . 


$ 96,115,701.00 


. $132,406,625.40 
‘ 23,522,360.65 


Federal Intermediate Credit Bank 


155,928,986.05 


8,348,600.17 
3,863,109.31 
675,000.00 
38,047,501.31 
8,919,053.76 
6,840.31 
1,691,461.91 


1,107,710.38 
155,860.10 
$314,859,824.30 


LIABILITIES 
Commercial, Bank and Savings $252,119,941.38 


Deposits: 


U.S.Government . 
Treasurer—State of Michigan 
Other Public Deposits . 

Capital Account: 
Preferred Stock (Paidin) . 
Common Stock (Paidin) . 


Surplus (Paid in $5,000,000.00 


Earned $750,000.00) . 
Undivided Profits (Paid in) 
Undivided Profits (Earned) 


9,927,441.03 


8,132,121.15 
17,292,834.11 
$287,472,337.67 


$11,750,000.00 
5,000,000.00 


5,750,000.00 
2,500,000.00 


702,761.54 25,702,761.54 


Reserve for Expenses and Preferred Stock 


Dividends 
Reserve for Contiagudn 


Our Liability Account of Acceptances ou Letters 


of Credit . . 
TOTAL LIABILITIES . 


286,136.32 
290,878.39 


1,107,710.38 
$314,859,824.30 


*To secure public, trust department and bank receivers’ funds. 
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Mailing Department Efficiency 


NE bank’s mailing department has 

effected substantial economies as 

the result of a rapid and efficient system 

of handling the heavy correspondence 

received and dispatched by the in- 
stitution. 

All mail is grouped in four general 
classes: out-going, in-coming, registered 
and inter-office. Inasmuch as nothing is 
allowed to stack up, every item in each 
group is immediately taken care of. 


The out-going mail is picked up by 
two “scouts” who throughout the day 
cover every floor and division of the 
bank. Brought to the mailing depart- 
ment in “scout bags”, the letters are 
sorted into several trays. There are 
trays for over-seas, Canadian, branch, 
air-mail, city and domestic out-of-town 
items. From the trays the letters are 
carried to key-racks: one South Ameri- 
can, one Canadian, one European, one 


MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
March 30, 1935 


RESOURCES 


Cash and Due from Banks 


U. S. Government Securities 


$ 62,691,172.14 
214,959,984.35 


(Includes Bonds Guaranteed by the United 


States Government) 


State and Municipal Bonds 


Other Securities 


Mortgages 
Banking Houses 


Other Real Estate Equities 
Customers’ Liability for Acceptances 
Accrued Interest and Other Resources 


Capital 


Capital Notes 
Reserves 


Dividend (Payable April 1, 1935) . . 


Outstanding Acceptances 
Deposits .... 


Surplus and Undivided Profits . 


22,591,237.96 
51,413,717.73 
147,097,305.77 
25,166,043.41 
15,422,500.00 
4,416,911.63 
15,911,857.63 
3,730,114.80 


$563,400,845.42 


LIABILITIES 


$ 32,935,000.00 
10,297,483.19 
25,000,000.00 
19,744,270.30 
411,687.50 
16,549,625.37 
458,462,779.06 


$563,400,845.42 


Far Eastern, and one domestic, each 
divided into a number of boxes repre- 
senting countries, states and territories. 
From the key-rack boxes the mail is 
further broken up and distributed in 
secondary racks into compartments for 
cities and banks. 

If there are several letters destined 
for a particular bank in Minneapolis, 
Stockholm or any other city, they are 
held in their respective compartments 
up to the time the next train, mail-plane 
or steamer is about to leave. They are 
then checked, sealed and stamped in 
a single stenciled envelope, which is 
given to a mail department employee 
for posting as per schedule at the proper 
mail receiving depot. Whereas formerly 
several letters to a particular bank 
might have been mailed in separate 
envelopes at a total postage of perhaps 
49 cents, they are now dispatched to- 
gether in one envelope at a cost of 9 
cents. It is this part of the procedure 
that accounts for most of the saving. 

Recognizing the advantages of ac- 
crual mailing, the bank has recently 
made it a point to recommend to its 
correspondent banks adoption of similar 
methods. 

Of course, the system can be applied 
only to routine items and letters of gen- 
eral nature; but a very substantial por- 


R. F. C. 


James B. Alley (below) has 
succeeded Stanley Reed as 
general counsel of the Recon- 
struction Finance Corporation 


HARVEY D. GIBSON, President 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 


Member New York Clearing House Association 
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tion of banking correspondence is of this 
type. Special items and more personal 
letters are mailed in separately ad- 
dressed envelopes, and branch items are 
delivered by hand every morning to the 
respective branch offices of the bank. 

The incoming mail is broken up every 
morning into two stacks, one containing 
letters addressed to bank officers, the 
other, correspondence addressed simply 
to the bank. The envelopes of the latter 
are then opened on three sides by 
machines and the contents removed. 
The envelopes are stored for purposes of 
record in the bank’s vaults for a period 
of several weeks, after which time all 
interesting foreign postage stamps are 
clipped out and given to the employees’ 
stamp club. 

The correspondence is then arranged 
on several large tables and stacked 
according to divisions in the bank. For 
mail department purposes each division 
is known by a number. 

All registered and insured mail, both 
outgoing and incoming, is handled in 
cages. Here several men, each a check on 
the others, seal and open the letters. 
Registry numbers, senders’ and re- 
ceivers’ names, time received or dis- 
patched, amount and nature of contents, 
are recorded with precision on desig- 
nated forms. Everything is rechecked 
at the end of the working day. 

Unlike other mail, the envelopes of 
incoming registered and insured items 
are saved in the bank vaults for a period 
of six months before they are discarded. 


Buying From 


Customers 


‘Ot HER things being equal,” said 
the supply officer of a large bank 
which spends a substantial sum annu- 
ally for stationery, blanks and the other 
essential operating tools, “we buy our 
materials from our own customers. 

“Our first requirement, however, is 
that the price be right and if we can get 
a better bargain from a firm which is 
not a depositor we do not hesitate to 
take advantage of our opportunity. But 
on the whole we do most of our business 
with people who give their banking 
business to us. 

“Sometimes a supply manufacturer 
will think that we are discriminating 
against him. It is not difficult to point 
out that he would have received the 
order had his quotation on our specifica- 
tions been satisfactory, and he usually 
agrees that he has no just cause for 
complaint. 
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“Tt hardly seems fair that a bank 
should feel obligated to buy from a 
firm just because it is a customer. No 
doubt such situations are numerous, 
but a business-like approach to the 
matter might result in a mutually sat- 
isfactory solution.” 


Wall Space 


TILITY and decorativeness re- 
cently were combined by one bank 

in an exceedingly simple innovation. 
On the walls in several departments 
of the bank are large maps representing 


the different continents of the world. 
It had been found that frequently em- 
ployees wasted precious moments with 
atlases in checking up on the names and 
location of American and foreign cities. 
Points of origin and destination of 
drafts, bills of lading and other instru- 
ments had to be verified quickly. 

Then somebody hit upon the idea of 
buying colored wall maps. Some are 
fastened to the wall with narrow wooden 
frames. Others are hung, like pictures, 
with glass covering and heavier frames. 
In either case they add to the room’s 
appearance and cut down on the labo- 
rious turning of atlas pages. 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, March 4, 1935 


RESOURCES 


Cash and Due from Banks . 


$187,365,438.60 


United States Government Obligations, 
Direct and Fully Guaranteed: 


Unpledged . 
Pledged* . 


Other Bonds and Securities 


Loans and Discounts 


Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances 
Income Accrued but Not Collected . 


Banking House 


Real Estate Owned anus than Bank- 


ing House 
Other Resources 


$377,907,558.94 
64,794,104.94 


442,701,663.88 


57,844,413.24 
234,979,238.15 
3,000,000.00 
6,688,026.93 
4,321,703.47 
14,050,000.00 


1,355,506.71 
230,048.88 


$952,536,039.86 


LIABILITIES 


Deposits: 
General 
Public Funds . 


Acceptances . 


Reserve for Taxes and Desens 
Income Collected but Not Earned 


Capital Account: 
Preferred Stock 
Common Stock. 
Surplus . 
Undivided Profits 


Reserve for Contin- 
gencies ‘ 


12,500,000.00 


$738,991,441.35 
+ 96,731,315.81 


$835,722,757.16 
6,811,921.55 


5,089,970.47 
286,257.85 


$50,000,000.00 
25,000,000.00 
11,000,000.00 
6,125,132.83 


104,625,132.83 
$952,536,039.86 


* To secure public, trust department and bank receivers’ funds 


| 
| 
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A LIGHTED sign reading “Hobby 
Show” introduced the visitor into 
a little world of bank employees’ avoca- 
tions. 

Arranged on the walls, on tables and 
in glass cases in two upper rooms of the 
bank* building were afghans, airplane, 
locomotive and ship models, hand- 
made Christmas cards, rag rugs, post- 
age stamps, old coins, crocheted collars, 


*The National City Bank of New York. 


Profitable Leisure 


published music, rag rugs and photo- 
graphs, telling a vivid story of what 
members of this institution’s staff did 
in their spare time. 

As he entered, the visitor received a 
mimeographed catalogue which briefly 
described each of the more than 50 ex- 
hibits, giving also the name of the 
craftsmen. Many departments of the 
bank were represented; one particularly 
interesting display consisted of colored 
sketches of uniforms of imperial Russia, 


Profit by 


Our Experience 


For years our policies have 
afforded banks with protection 
against burglary, robbery, for- 
gery and other hazards. 


command. 


@ For years we have specialized in 
furnishing banks with the cover- 
ages needed to meet their fidelity 
and surety bond requirements. 


@ This experience—backed by 
ample resources—is yours to 


American Surety Company 
of New York 
New York Casualty Company 
Home Offices in New York 


BOTH COMPANIES WRITE 
FIDELITY AND SURETY BONDS AND CASUALTY INSURANCE 


Our Agents in Your Community 
Will Gladly Quote Rates 


executed by a doorman who was once a 
Russian admiral. 

A footnote on the catalogue said that 
with few exceptions every exhibit was 
entirely hand-made. 

The show was theidea of the personnel 
department. It originated as the result 
of a conversation an officer of this 
division had with a friend concerning 
the profitable use of leisure. Surmising 
that many members of the employees’ 
club had hobbies, the personnel repre- 
sentative thought it would be interest- 
ing and profitable to call attention to 
these activities. So he sent a memoran- 
dum to the various departmental and 
branch office heads outlining his plan 
and asking for the staff’s cooperation. 

The response was immediate. A com- 
mittee was appointed to complete the 
arrangements, an opening date was set, 
and the rooms prepared. Theft insur- 
ance to the amount of $4,500 was placed 
on the displays. 

The whole venture cost the club 
about $20. During the first week more 
than 1,500 employees and their guests 
inspected the exhibits, and it was de- 
cided to keep open as long as interest 
lasted. Furthermore, it looks as though 
the show would be an annual affair. 
Already the staff is planning a “bigger 
and better” one for next year. 


LABOR 


Membership of Philip Murray 
on the National Industrial 
Recovery Board gives Labor 
the equal representation long 
sought. Mr. Murray is vice- 
president of the United Mine 
Workers of America 


WIDE WORLD 


BANKING 


=— 


Constructive Customer Relations 


HE bank’s problem after new busi- 

ness has been secured is one of hu- 
man contacts, human relationships. The 
way to build constructive customer re- 
lations is to establish a point of mutual 
interest on the part of bankers, that is, 
in the services they can render. Banks 
have pointed out interest paid rather 
than the services they can provide. It is 
not the cold capital standing behind the 
banker but rather the personal friendly 
advice and aid which he can give to his 
clients that is appreciated and leaves 
the lasting impression. 


PERSONAL ATTENTION 


BANKERS have a tendency to allow a 
new account to become the “forgotten 
man” after it is opened. They should 
perceive the individuality of the client 
and invite him to discuss his affairs with 
the bank, explaining how the bank can 
be useful, and assisting him with his 
business. Profits for both will accrue 
and harmonious relations will be a real- 
ity. 

We have had a philosophy of business 
easily understood and always em- 
ployed—the philosophy of profits. The 
customer was valued only in so far as he 
contributed to greater dividends, larger 
surpluses or increased salaries. This pol- 
icy must be abandoned and a new 
thought—that of rendering service to 
the individual client—must be substi- 
tuted. Fortified with the knowledge of 
the customer’s needs and the existing 
conditions of the community, the bank- 
ers will be better able to serve. The 
chief criticism of the banking profession 
has been that it is, as a whole, ill-in- 
formed or does not understand business 
problems so that it may disinterestedly 
advise the proper action. 

Bankers who are familiar with the 
usual types of loans, such as secured or 
unsecured, individual or corporate, or 
foreign credits, will in the future be 
called upon to pass judgment upon spe- 
cial forms of credit from prospective 
clients. 

Such transactions would include loans 
secured by inventories, chattel mort- 
gage loans on equipment and ma- 
chinery, assignments of accounts re- 
ceivable, etc. Credits secured by 
conditional sales contracts are in the na- 
ture of special loans. These types of 
loans are now being solicited by very 
few banks but the business is highly 
profitable. The loans are handled by fi- 
nance companies who have reaped lu- 
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crative rewards by offering their serv- 
ices and their credit. 

Banks, generally, are unwilling to set 
up lines of credit for their customers, 
preferring to discuss each request for 
accommodation as it arises. However, 
borrowers and clients are more apt to 
deal with banks where definite commit- 
ment is made and lines of credit estab- 
lished for them. These credit lines have 
very definite values for the customer 
who is in a position to take advantage of 
profits in purchases of merchandise at 
the right moments. 

Again, bankers should have sound, 
concrete plans for the correct employ- 
ment of funds by clients. They should 
be able to advance constructive sugges- 
tions for the use of the money bor- 
rowed. 

Banking is a partnership of public| 
and banker working together to a com- 
mon goal for common purposes. As soon 
as bankers realize that they can go to 
the client instead of awaiting the 
client’s call, the more lasting will be the 
relationship and the more profitable the 
business, especially in the new business 
brought into the bank. 

Henry F. 


A Stenographic 


Training Unit 


ANKS which have a central steno- 

graphic department find that it is 

a valuable training ground for women 
employees. 

One institution uses this unit to intro- 
duce new secretaries—graduates of 
secretarial and high schools—to the 
general routine of bank operation. Un- 
der the guidance of four or five veterans 
these beginners pick up the essential 
steps in the procedure followed by the 
bank and are taught the value of effi- 
ciency and cooperation. Later, after 
sufficient demonstration of ability, they 


are promoted to positions of greater|] 


responsibility in other departments. 
The central stenographic unit in this 

bank supplies emergency service to the 

various operating divisions. The de- 


partment is relied upon to furnish ste- 
nographers to any department, either in 


head office or a branch, which needs| § m9 


secretarial assistance in a hurry. 


Safety Paper, tke! 
| 
“and cover, ine! 
erasure, ~pertorati simile 
| SAFETY = = 
idea of studying Hammermilt Safety Paper 
=ealling, sine... Kindly mail copy 
| [ the new Check Styles,” advertised | 
“attach to your bank letterhead—but 
NO, satesinanwilf call.) 
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Shifting from Bonds 


(CONTINUED FROM PAGE 19) 


The banks, then, were under no small 
pressure to seek elsewhere for new out- 
lets for their funds. With unused credit 
lines to regular customers running into 
the billions of dollars, some of the banks 
felt that if reliable customers would not 
borrow for the usual purposes, perhaps 
they would borrow with other ends in 
view. Certain corporations were as 
keenly on the lookout to make the most, 
profitwise, of their income, and it was 
but natural that they should explore the 
possibilities of reducing the charges on 
medium and long term debt. 

Insufficient experience has been had 
with these refundings for their popular- 
ity and breadth of application to be 
fully tested. Certainly they have had 
the effect of introducing the serial idea, 
long familiar in municipal bonds, into 
corporate obligations. They have had 
the result, too, of enlarging the supply 
of funds available for bond investment, 
for the holders of called bonds will have 
to look elsewhere for investment medi- 
ums. It is the belief of some bankers 
that the refundings of this type may be 
peculiar to the phase of specially easy 


money, marked by excess reserves rang- 
ing from 85 to 90 per cent above require- 
ments, through which the banking sys- 
tem is now passing. They hold that 
when the normal amount of investment 
funds begins to flow again, and when the 
S.E.C. regulations get shaken down to 
what is clearly their permanent form, 
the capital market will insist on taking 
care of refundings and demands for new 
long term funds. 


Personnel 
Conduct 


To the Editor: 

HAVE often wondered if, when 

planning for the future, bank execu- 
tives have given sufficient attention to 
what I consider one of the most im- 
portant subjects under the heading of 
bank management, namely, personnel. 
In the past the banker has not been as 
discriminating in the choice of his em- 
ployees as he should. The fact that a 
person elects to enter the field of bank- 
ing should not necessarily mean that he 
is to follow such a course without hav- 
ing certain qualifications. 


IMPROVED Bond 
Account Gontrol 


THROUGH THE BONDEX “QUALITY LADDER’ 


The Bondex System supplies the facts you need 


for bond management— and makes these facts 


visible .. . Whether buying or selling, you are 


enabled to make quick and accurate compari- 


sons ... Managers, committees and directors 


find Bondex a time saver—a profit earner. 


On responsible request, a specimen Bondex 
“Quality Ladder” will be sent without obligation. 


BONDE X, Incorporated 


120 S. La Salle St., Chicago 


We are living in an age in which 
various changes have been made in our 
manner of living and I regret to confess 
that I do not see wherein these changes 
are resulting in any progress toward 
improvement in our moral standards. 

I am mindful of the fact that we live 
in a country where a man has the right 
to do as he pleases; but I do contend 
that if he insists on following his own 
inclinations as regards his habits and 
deportment outside of banking hours, 
then the banks have an equal right in 
deciding whether they wish to number 
such a man among their employees. 

The banks should have no hesitancy 
in taking a most decided stand in this 
regard, and it should be plainly under- 
stood that people of certain habits and 
tendencies will not find a place in any 
banking institution. Statistics prove 
that the majority of cases of stealing 
bank funds are due directly to the re- 
sults of dissipation, and I am sure that 
a great many losses due to incompetent 
executive direction in the loaning of 
money or the investment of bank funds 
are traceable to the same cause. 

The progress of the banks in the 
future is largely in the hands of the 
bankers themselves and if the details 
of the business are entrusted to the 
right kind of personnel an important 
step will have been taken. 

Royat O. Byrp 
Assistant Cashier 
The LaGrange National Bank 
LaGrange, Illinois 


COMMUNICATIONS 


Anning S. Prall (below) has 

succeeded Eugene Sykes as 

chairman of the Federal Com- 

munications Commission. Mr. 

Sykes remains a commission 
member 
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Man-in-the-Street Economics 


By EARL E. MUNTZ 


Professor of Economics 
New York University 


N a period of economic stress the 
I thought and attention of almost 

every one is directed toward remov- 
ing those obstructions which are the 
cause of our misery. Prosperity is the 
aim. But how shall it be achieved? What 
formulas would the average man, cor- 
nered and quizzed, offer for recovery? 

Beginners in a class in elementary 
economics, who had not as yet had an 
opportunity to study the principles, 
were asked to formulate a program for 
recovery, setting forth five or six basic 
steps to be taken. This particular class 
was a mature group, many students 
having been out of high school and in 
business or industry for several years, 
thus providing a fair sample of the 
average man. 

The programs submitted were for the 
most part as diverse and topsy-turvy as 
those with which we have become 
acquainted through conservative and 
radical Congressmen, economists, news- 
papers and other agencies. One of the 
most striking disclosures of the students’ 
proposals was the fact that many who 
considered themselves dyed-in-the-wool 
conservatives espoused some decidedly 
radical suggestions, and vice versa. 

In the list of “recovery measures” 
intended to overcome the depression, 
those steps suggested by the greatest 
number of students were in order as 
follows: 

1. Further extension of public works. 

2. Centralized banking control (al- 
though no one had very definite 
ideas as to the means of achieve- 
ment, or the probable conse- 
quences). 

. Establishment of unemployment 
insurance or reserves. 

. Stabilization of currency. 

. Lower tariffs to increase imports, 
lower domestic prices and stimu- 
lation of foreign trade. 

. Limitation of hours of labor for all 
industry. 

. Abolish N.R.A. 

. Revamp and enforce N.R.A. 

. Governmental regulation and con- 
trol of industrial and agricultural 
production. 

. Higher wages. 

. Minimum wage laws. 

. Disarmament. 


May 1935 


Numbers 7 and 8 were equally popu- 
lar. Of the other proposals, supported 
by a lesser number, sometimes by but 
one student, we find the following: 


Further devaluation of the dollar. 

Stringent governmental control and 
regulation of public utilities. 

Increased income and inheritance taxes. 

Lower taxes in general. 

Governmental organization and control 
of the labor market. 

Develop profit possibilities by increas- 
ing production. 
Direct price fixing by governmental 
authority, not through the N.R.A. 
Governmental regulation of consump- 
tion. 

An increased tariff. 

Slum clearance. 

Better control and limitation of poor 
relief. 

Universal legal reduction of interest 
charges on public and private debts. 

One huge patriotic loan to cover esti- 
mated recovery costs for a few years. 

Capital levy on wealth. 


In the midst of this amazing array of 
recovery proposals it was surprising to 
discover not one direct suggestion for 
credit or currency inflation as such, 
although of course many of the plans 
offered would very quickly lead to those 
conditions. Another recovery scheme 
without supporters in the student group 
was the Townsend plan for old age 
pensions. 

The really significant features of this 
survey are two-fold: (1) the utter 
dependence upon instrumentalities of 
law to cure every real and imagined evil 
and (2) the extreme suggestibility as to 
things economic exhibited by persons 
devoid of knowledge of basic economic 
principles. Economic remedies are con- 
cocted, accepted and offered for trial 
with the same abandon as though they 
were patent medicines. However, one 
great difference is to be noted. When the 
individual experiments upon himself, 
he alone is the sufferer if a mistake is 
made; if society is the subject of exper- 
imentation the entire population, figur- 
atively speaking, may be poisoned with 
economic maladies spreading through- 
out the social body. And the antidote 
adopted for the original mistake is fre- 
quently of no avail for the newly created 
economic sores. 


if YOUR TIME 
VALUABLE? 


A banker’s time is usually his most precious possession, 
and he wisely insures it against accidental interruption. 
More than 5,000 bankers are now included among our 
210,000 selected members who save around 30% on 
broad coverage against the financial burden imposed by 
the ever-present hazard of accidental disability, dismem- 


berment or death. 


By means of select membership and elimination 
of agents and stockholders, the proportion of 
Commercial Travelers’ revenues returned as 
benefits to members exceeds that of any other 
leading accident company. 


The Commercial Travelers 
Mutual Accident Association 
of America 


H. E. Trevvett, Sec’y 


Utica, N.Y. 
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INTERNATIONAL MONEY MARKETS. 
By John T. Madden and Marcus Nad- 
ler. Prentice-Hall, 1935. 535 pp. $5. 
The purpose of this book by two New 
York University professors is “to an- 
alyze the changes in the réle of gold and 
the causes of its collapse in the post- 
war years; to study the functions and 
operations of the international money 
and capital markets; and, above all, to 


Important Books 


describe the organization and operation 
of the leading international financial 
centers.” The latter subject fills the 
greater part of the volume. 

“So far,” remark the authors, “no 
definite standard has taken the place 
of the gold standard. Managed cur- 
rency, although advocated by many, 
has not been adopted by any country. 
The sterling bloc and the United States 
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Our complete banking facilities in- 


sure out-of-town banks and bankers 


prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 SOUTH 


LA SALLE 


STREET 


STATEMENT OF CONDITION 


March 4, 1935 
RESOURCES 


U. S. Government Obligations 

State and Municipal Bonds 

Other Bonds and Investments 

Banking House 

Furniture and Fixtures 

Customers Liability under Letters of Credit 
Interest Earned but not Collected 

Due from U. S. Treasu 

Cash on Hand and Due 


Common Stock 

Preferred Stock 

Surplus 

Undivided Profits 
Reserve for Contingencies 


00 

25,050.00 
150,857.49 
50,000.00 
12,251,305.76 
$41,916,534.43 


Circulation 
Customers Letters of Credit 


Deposits 


$41,916,534.43 


The Omaha National Bank 


OMAHA, NEBRASKA 


gold standard of 1934 are at best make- 
shifts intended to bridge over a difficult 
period until the international horizon 
becomes clearer and a return to more 
normal currency conditions is possible. 
The revolutionary changes that have 
taken place during the past few years in 
the field of international banking and 
in the money market machinery of the 
principal financial centers are but a re- 
flection of the underlying economic 
philosophy that dominates the world at 
the present time.” 

PERSONNEL PROGRAMS IN BANKS. By 
Eleanor Davis. Published by the In- 
dustrial Relations Section, Princeton 
University, 1935. 56 pp. $1. A very 
practical study of “the personnel plans 
and methods in effect in fifty outstand- 
ing banks, both large and small.” In 
addition, there is a bibliography. 

THE Future OF MONETARY POLIcyY. 
A Report on International Monetary 
Problems by a Group of the Royal In- 
stitute of International Affairs. Oxford 
University Press, 1935. 214 pp. $4. 
This is a detailed analysis, by a dis- 
tinguished group, of the problems 
faced by those engaged in the many- 
sided business of dealing in money. It 
is the final report of the Group which 
in 1933 published Monetary Policy and 
the Depression. 

The present volume discusses: prob- 
lems of policy; monetary policy and 
production; and monetary policy in the 
international sphere, making numerous 
subdivisions of these broad topics. One 
chapter is devoted to the part that 
might be taken by special international 
organizations, such as the Bank for 
International Settlements, in working 
out certain difficulties. The Group also 
endeavors to appraise the position of 
gold as a currency base and discusses 
problems related to monetary recon- 
struction. 

The authors, in brief, have aimed 
“at providing a background of estab- 
lished fact and of current theory for 
those readers who desire to follow in 
some detail the points at issue in regard 
to a highly controversial problem.” 

SPENDERS ALL. By Ernest Green- 
wood. D. Appleton-Century, 1935. 234 
pp. $2. “A ruthless exposition of the 
burden of taxation.” Facts and figures, 
stated plainly, about a vital problem. 

RanpD McNALLY BANKERS DIREC- 
TorY. First 1935 Edition. Rand Mc- 
Nally. 2,408 pp. $15. This is the 118th 
edition of the widely used “Blue Book”’. 
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HE bank secretary, to celebrate the 

50th anniversary of his connection 
with the institution, gave an interview. 
Reporters went to his office primed for a 
human interest story on the good old 
days—quill pens, high stools, round- 
shouldered bookkeepers, inadequate 
lighting, unwieldy ledgers and operating 
methods unfamiliar to an era of deposit 
insurance. 

“Yes,” the secretary told them, 
“banks were run like that half a century 
ago. So were railroads and dry goods 
stores. But although the tools we all 
work with have been improved, the ma- 
terial we work on hasn’t changed so 
much. And some of the things and ideas 
we think of as new aren’t so new after 
all. They just have a different look.” 

He pointed out of his window. 

“That house over there,” indicating 
a trim dwelling, freshly painted, “is one 
we took over on foreclosure a month or 
so ago. We gave it a thorough renova- 
tion, partly as a little contribution to 
the success of the housing campaign, 
and partly because a house in good re- 
pair is a much better asset than one that 
is shabby. We rented it almost imme- 
diately. Our new tenant was pleased to 
find a clean, up-to-date home. He was 
good enough to say that it was the best 
value he had seen, and he thinks the 
bank is a very considerate landlord. 

“Two blocks down the street is an- 
other house we acquired some time ago, 
although we don’t own it now. When 
we were forced to take possession it was 
badly run down, virtually unrentable 
and certainly unsaleable. We had it re- 
paired as an experiment, you might say, 
in the development of a real estate pol- 
icy. That house rented, too, and even- 
tually we sold it. 

“Tn the last few years we have been 
obliged, unfortunately, to take over a 
rather large number of residential and 
business buildings. Each one has been 
reconditioned under supervision of the 
architect we hired soon after we de- 
cided that properly maintained real es- 


tate was profitable. And we have been | 


able to sell or rent—mostly rent—every 
one, even in the midst of a real estate 


market that was generally regarded as | 


immobile. 


“Of course we are pleased that we | 


have been so successful. But the point is 


that banks all over the country have | 


been doing much the same thing for 
years. Today we put in oil burners 
whereas two decades ago we installed 
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Before the F.H.A. 


hot air furnaces, or we re-roof a garage 
instead of a barn. It’s just a difference 
in styles or standards. 

“In hard times banks always have 
landlordship thrust upon them and they 
know that they must accept the respon- 
sibilities that go with it. Experience has 
taught them that the adequate upkeep 
of real estate is essential to the protec- 
tion of their investment. 

“All this, of course, merely illustrates 


the fact that fundamentally banking 
services undergo little change. Credit 
finds new employment in each genera- 
tion, and always will, for under our sys- 
tem it makes possible industry and 
trade. Yet the nature of the contract be- 
tween borrower and lender remains the 
same. There is no basic difference be- 
tween the ledger entries we used to 
make with pen and ink and those we 
now handle with mechanized systems.” 


THE 


MARYLAND 2 


receives investment advisory service from 
ADMINISTRATIVE anp RESEARCH 
CORPORATION — 120 WALL ST.—NEW YORK 


Prospectus of The Maryland Fund may be 


obtained from your local investment house 


G MAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL MoTors 
ACCEPTANCE CORPORATION 


Executive Office -- BROADWAY at 57TH STREET -- New York, N. Y. 


OFFICES IN PRINCIPAL CITIES 


The most popular flavored gel- 
atin dessert on the market, 
Jell-O has been known for over 
35 years as ‘‘America’s Most 
Famous Dessert.’’ It is also 


widely used for salads. 


One of the products of 


GENERAL 
FOODS 


250 Park Avenue, New York City 


>>>mK<< 
Bank Bandits Know 
PADUA 


They do not take. chances in banks 
equipped with Padua Hold Up Alarm. 
They know that the Padua Foot-Units 

can be used un- 
noticed to call the 
police and block the 
“getaway.” Let us 
quote you. 


PADUA Hold Up Alarm Corporation 
141 Seneca Street Cohoes, N. Y. 


Do Your Directors Read 
BANKING ? 


Safe Deposit Services 


_— safe deposit company is one of 
the few business enterprises which 
is conducted much as it was 50 years 
ago, and the simplicity and structure of 
its plant and its operations is such that, 
unlike the business of its parent, there 
are few opportunities for curtailing 
expenses to meet reduced income. Yet 
in the case of a deposit company owned 
by a bank it is essential not only that 
the company should not lose, but that it 
should return a reasonable dividend on 
the investment made in it. 

While some safe deposit companies 
have enjoyed through the depression a 
sheltered existence, others have had to 
grapple with problems which threatened 
their existence as going concerns. 
Studies of how managers of these com- 
panies have met the problems created 
by reduced box rentals and the increase 
in number of boxes whose owners have 
defaulted on their bills indicate that 
more effort has been spent upon devising 
new and wider services than has been 
devoted to curtailing expenses. 

The kinds of new business with which 
safe deposit companies are seeking to 
supplement the income received from 
the diminished number of coupon clip- 
ping customers may be illustrated by 
enumerating some of the fields which 
have been canvassed. One company 
systematically went after all the lawyers 
in its town and offered the use of some 
idle facilities for the storage of records 
pertaining to old cases. This was not 
lucrative, because lawyers generally 
hire vacant roomsin storage warehouses, 
far from their offices, at low rentals. 
Still, what business was gained helped. 

Some safe deposit companies go into 
the fur storage business on a moderate 
scale and, of course, hundreds do a 
business in storage of flatware of silver 
or silver plate. This usually requires 
special facilities. 

One of the most novel fields is that 
developed by a safe deposit company in 
a large city, which seeks from transient 
visitors in town the care of their money, 
valuable papers or jewelry. It assures 
fireproof modern storage, accessible to 
the customer personally, at rates which 


are collected on a weekly basis, the rate 
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being marked sharply higher than an- 
nual rates. For instance, for a box rent- 
ing at $5 yearly, a charge equivalent to 
$12 yearly is imposed when it is leased 
on a weekly basis. This means only $1 a 
month, but the visitor to the city who 
likes to handle his valuables in person 
often jumps at the chance to pay 50 
cents or $1 for two weeks or a month. 
From the safe deposit company’s stand- 
point, it has to charge a high rate to 
make up for the transients who are 
suddenly called out of town and who go 
with both keys, which means that the 
company has to keep after them or wait 
until they come back to town again. 
It means also that, unless several 
weeks’ rent has been collected in ad- 
vance, it has to wait for the money and 
possibly argue about its fee when the 
latter rises to figures which look large. 


FIRE PROOF STORAGE 


THE average safe deposit company is 
not equipped to go into active competi- 
tion with storage warehouses, though 
there may be fields in which it can offer 
the warehouse competition if the articles 
to be stored are not too bulky. Storage 
warehouses usually have two kinds of 
rates, one applying where no respon- 
sibility is assumed for fire, which is low, 
and the other when there is insurance 
against conflagration. The latter is 
high. If a deposit company finds that 
the rates for storage of small articles 
with fire protection are unduly high in 
its vicinity, there may be an oppor- 
tunity for some competition. 

Geographical location, the presence 
or absence of commercial storage enter- 
prises and the character and extent of a 
safe deposit company’s idle facilities all 
have to be considered in relation to the 
individual company which is seeking to 
better its position and justify its con- 
tinued existence. The growing custom 
of banks of charging a fee for their 
custodian, or temporary safe-keeping, 
facilities removes one of the threats to 
the safe deposit company. 

The great appeal of such a company 
is and always has been the personal 
access to valuables and intimate papers 
which the customers of the company 
enjoy. There will always be a demand 
for this service and the chief aim of the 
safe deposit company should be to 
employ “idle plant capacity” at some 
return until the time arrives when more 
people have more things of greater 
value to place in vaults. 
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Bond Portfolio 


For Example — 


U.S. Gov't 
Rating 
AAA Excellent $1,058,000! 


1,114,645? 


AA 


259,000 
240,503 


50,000 


$1,189,000 $1,719,000 
1,654,039 


1,237,145 


37.8 
37.7 


1 Par value. 


(CONTINUED FROM PAGE 16) 
glance to ascertain the condition of the 
investment holdings. 

There may be many variations of this 
table—in fact, some use three separate 
tables to show par values, book values 
and market values. Others use a single 
consolidated table in which the three 
values are shown. 

Presumably, the directors and the 
officials in charge of investments must 
make the arbitrary decision as to what 
percentage of total holdings the bank 
should hold in the various classifications. 
If some such table is used and kept up 
to date—say, quarterly—it may prove 
helpful in preventing the purchase of 
too great an amount in any one field of 
investment. There will be less chance of 
acquiring too many low-rated issues, 
and of buying too many of like maturity. 
In brief, if such a table is consulted be- 
fore new purchases are made there will 
be less danger of a top-heavy list. 

It is not always practical, of course, 
to restrict purchases entirely to the 
very highest grade, “gilt edged”, low 
income producing issues. Also, individ- 
ual judgments will vary to a consider- 
able extent as to just what is the proper 
proportion of excellent, good and medi- 
ocre issues to hold. If the decision is 
sound it will go a long way, over a 
period of years, toward increasing the 
income return and minimizing the 
principal losses of the investment 
portfolio. 

In periods of poor business earnings, 
naturally many issues of formerly high 
quality will have their ratings reduced. 
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and Municipals Railroad 
$553,000! 
588,401? 


722,000! 
752,373? 


Per 
Cent 
43}! 
48? 


Industrial 

and Misc. Totals 

$17,000 $1,970,000 
17,675 2,041,441 


Utility 
$311,000 
320,720 


31 
34 


673,000 
701,322 1,453,697 
16 
14 


348,000 
319,922 


738,000 
682,925 


280,000 6 
146,085 3 


$1,562,000 
1,462,424 


2 Market value. 


As the percentage of lower rated issues 
increases beyond a certain figure, the 
problem of selling some and accepting 
the relatively small losses prevailing 
must come up. The cancellation of in- 
surance on properties that have devel- 
oped defects has saved the shrewd in- 
surance underwriter many dollars, even 
though some loss must be absorbed. 

If a table of the kind shown proves to 
be effective in keeping the proper 
proportions of type and quality of 
bonds, there still remains the matter of 
maturities. Perhaps that problem is 


= 
» 


troubling the banks more at present 
than the quality of bonds to be bought. 
Any attempt to forecast the future 
course of interest rates seems sheer 
speculation. 

A table somewhat like the one given 
below shows at a glance bonds coming 
due year by year: 


MATURITIES OF BONDS 
Per cent 

$710,972 

780,862 

863,000 

446,500 

280,000 

310,666 

810,500 

340,500 


Years 
Within 5 years. 


1945-1949 
1950-1954 


Over 30 years. . 
In Default 


4,543,000 


TOTALS 


A maturity table can be as elaborate 
as the facilities of the bank permit. 

Normally, a more or less even dis- 
tribution of maturities over the years 
appears to provide a nearly perfect 
hedge against any contingency. Fol- 
lowing this formula, when funds come 
in for investment, instead of attempting 
to determine whether long or short 
maturities are the better value, bonds 
would be bought maturing in years 
where the least amount is held. 
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Branch Banking (IV) 


(CONTINUED FROM PAGE 43) 


would not only perform the duties of 
others and therefore would, in a sense, 
scuttle a considerable investment in 
plant and human material, but they 
would pile up for themselves a burden 
of extra labor which might easily be- 
come well-nigh intolerable, due to fre- 
quent interruption of normal duties by 
improperly directed out-of-town visi- 
tors. 

It is possible of course that some head 
office officials might occasionally feel 
obliged to invite visitations from branch 
patrons. When they do, they will usu- 
ally be sincerely desirous of rendering 
what they deem the most efficient serv- 
ice to the patron or to the bank itself; 
others may have more confidence in 
their own ability to arrive at a compe- 
tent decision in a particular instance 
than they have in the branch manager’s. 
But whenever they do invite a patron 
to come to headquarters it is for them 
to weigh in the balance the importance 
of the particular problem at hand as 
compared with the ultimate effect of 
their action on the morale of the branch 
and the future attitude of its patron. In 
any event, there can be but one unas- 
sailable reason for the invitation and 
that is for the purpose of obtaining 
more information direct from the 
branch patron than can be obtained by 
correspondence. 

The patron himself, on the other 
hand, has but one real excuse for going 
to head office and that is for the purpose 
of registering there directly such intan- 
gibles as external evidences of character, 


vigor, personality and so on, qualities 
which cannot be easily conveyed by 
telephone, telegraph or letter. Only in 
extremely rare cases is this at all neces- 
sary. Loans, particularly large loans, 
must have a great deal more back of 
them than the difficult-to-transfer pic- 
ture of the borrower’s personality to 
warrant their being made. 

Should the head office official go be- 
yond the point of merely seeking to ob- 
tain information and make answer to 
the branch patron even to the extent of 
granting then and there the credit, his 
action in doing so can usually be at- 
tributed to carelessness or a possible 
hope of making himself an heroic figure 
in the eyes of the patron. Carelessness 
can of course be forgiven if the offender 
promptly corrects the error; but if he 
should insist on continuing the practice 
the offending official would be not only 
guilty of prostituting his own position— 
which in a large branch system should 
be that of an administrative, not a 
lending, officer—but he would run the 
risk of laying himself open to the sus- 
picion that he might be motivated by 
an unfair attempt to build his own 
personal popularity or reputation for be- 
ing the final arbiter in credit matters— 
at the expense of the local standing of 
the branch manager. It would be idle to 
expect that the latter individual would 
fail to resent it. He would know only too 
well that ever after a branch patron so 
answered would have little less than 
mild contempt for his powers and pres- 
tige, that such a patron would there- 
after snap his fingers at the branch and 
run to head office with his smallest 
problems. 

There may be, of course, some branch 
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managers who would deliberately sac- 
rifice their local standing by sending 
patrons to head office for answer to 
their credit applications. Some men 
would do so because of an unwillingness 
to assume responsibility and a weak 
desire to put the burden of making the 
decision on other shoulders. If the 
practice should become a frequent one 
and be long continued it would not only 
become progressively more and more 
destructive of the offender’s self-reli- 
ance, but it would gradually wear out 
his usefulness in the eyes of head office. 
Salaries are paid branch managers for 
assuming legitimate and proper burdens, 
not for avoiding them. 

One of the most difficult tasks in a 
large branch bank is to determine the 
boundaries of head office functions in 
credit matters. Theoretically, they are 
purely administrative; but, practically, 
various forces tend to break down this 


. position. There is a tendency for large 


borrowers to gravitate to head office; 
and there is a tendency for head office 
officials to wish them to, particularly in 
the field of so-called policy loans. Some 
large loans are made at head office be- 
cause of their special importance; the 
decision to make them is so weighty 
that it is generally felt that the highest 
officials alone have the authority, the 
experience and the capacity to pass on 
the problems involved. 

There may therefore be some excuse 
for the occasional extension of large 
credits by the supreme credit authorities 
in a large bank; but there can. be no 
excuse whatever for their having much 
to do with granting smaller lines—a 
dictum which will stand for minor as 
well as major head office officials. The 
reason is that duties must be divided 
somewhere in a large organization; and 
when once they are divided, authority is 
given and responsibility exacted, there 
should be no infringements or over- 
lapping. Should that occur, authority is 
flouted, responsibility scattered and 
morale more or less ruined all down the 
line. 

Furthermore—and this is usually a 
difficult matter for a young branch 
banking system to grasp with any 
definite clarity at first—the head office 
of a branch bank properly organized is 
not a branch or even a bank in the 
regular sense of the word. It should 
have no liabilities in the form of deposits 
or assets in the form of loans. It should 
be purely an administrative and co- 
ordinating body. It should not contain 
any machinery for handling the detail 
of loans and deposits—for that would 
be an expensive and useless duplication 
of facilities. The head office can be, of 
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course—and usually is—located at or 
near a good-sized, but entirely distinct, 
branch; but such propinquity is not at 
all necessary. 

The confusion and uncertainty about 
powers and prerogatives of lending of- 
ficers from the lowliest branch up to and 
through head office administration are 
usually settled by the establishment of 
a graduated lending power, each estab- 
lishment of authority being usually 
approved by the next higher authority. 
The branch manager gives to his as- 
sistants certain limitations beneath 
which they can make their own deci- 
sions in credit matters, subject, of 
course, to his later review. The branch 
manager’s immediate superior, perhaps 
a district supervisor or other head office 
official charged with immediate super- 
intendence of his branch, may approve 
of his action. 


HIGHEST LOAN OFFICER 


THE branch manager’s own lending 
power is established by his district 
supervisor. There the granting of actual 
lending power should stop. In other 
words, in a theoretically perfect branch 
organization, the highest ranking lend- 
ing officer should be a branch manager— 
and that for the reason that the branch 
manager represents the highest official 
who, in the ordinary and proper course 
of business, negotiates directly with 
borrowers. All above him are adminis- 
trative officials, men who are charged 
more with examination and supervision 
of credits already made than they are 
with making new ones. That is the 
principal objection to the making of 
loans by administration officials of a 
head office. Who is to check them? It is 
a bit incongruous to combine a lending 
officer with one who supervises loans. 
An accused should never be his own 
judge. 

Some one, however, must pass on loan 
applications which exceed the branch 
manager’s limits. Authority is given by 
the high command to the district super- 
visor to approve—but not to make— 
loans referred to him by the branch for 
all credits exceeding the branch’s 
limit, but under the limit set for the 
distinct officer or his assistants. The 
branch’s limit, for example, may be 
$10,000; the district supervisor’s ten 
times that sum. Applications beyond 
that figure must be referred to a higher 
authority, sometimes the bank’s chief 
credit officers usually acting as a com- 
mittee of two or three, the smaller the 
better, both for efficiency and economy 
of time. 

This system should take care of every 
size and type of loan application of- 
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fered the bank. It provides the ma- 
chinery for negotiation, approval, ex- 
amination and supervision of all loans. 


In conclusion may I say that we have | 


attempted to explore the highways and 
byways of credit management in a good- 
sized branch banking institution, to 
delve into some of its underlying phi- 
losophies, to point out systems and 
schemes of organization, to portray the 
strength and the weaknesses that are 
inherent in such systems, the part that 
human temperament, emotions, ambi- 
tions and frailties play in building up 
and tearing down. And if I should be 
asked what in my opinion is the most 
decisive factor of all, I would say 
men. 

No stream can rise above its source— 
and in branch banking, as in few other 
commercial institutions, the source of 
the stream is men. It is axiomatic that 
the high command of any bank should 
be exceedingly competent professionally 
and impeccable ethically. Even then it 
will fall far short of its goal if it is not 
wise in the selection of the men it 
places in direct charge of its branches. 
For the branches are the bank. They are 
the firing-line which meets, serves and, 
in a very large sense, controls the bank’s 
patronage. They actually run the bank; 
for they gather the deposits and make 
the loans. Head office administration is 
merely a coordinator, a maker of policy, 
it is true, but all it can do is to see that 
its policies are properly carried out. 

Its credit management very patently 
consists principally of visiting the pa- 
tient after the disease has been con- 
tracted. Practice preventive medicine as 
much as it will, establish rules to avoid 
in the future every mistake made in the 
past, tie down—in so doing—the capable 
to take care of the sins of the incapable, 
head office cannot be everywhere at one 
and the same time. It must delegate 
power and authority to those it can 
trust. It must not attempt to exact 
responsibility without granting equiva- 
lent authority, for the human machine 
will not be able to function under such 
conditions. 

It is for such reasons that I reiterate 
that the crux of the branch bank credit 
problem is men. No system can over- 
come their failings if they are weak. 
Good men will run good branches and 
poor men will run poor branches. I have 
never known it to fail. It is far better— 
and less expensive—to employ good 
men at the start and to turn them loose 
to run their branches as they deem best 
than it is to employ poor men and 
attempt to anticipate and prevent their 
mistakes by routine, organization and 
minute supervision. 
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CONVENTION 
CALENDAR 


A. B. A. Meetings 


June 10-14 A. I. B. Convention, Omaha, 
Nebraska 

Nov. 11-14 A. B. A. Convention, Roosevelt 
Hotel, New Orleans, Louisiana 


Spring Fashion Parade 


State Associations 


Oklahoma Bankers Association, 
Biltmore Hotel, Oklahoma City 
Arkansas Bankers Association, 
Goldman Hotel, Fort Smith 
North Carolina Bankers Associa- 
tion, Carolina Hotel, Pinehurst 
Mississippi Bankers Association, 
Hotel Vicksburg, Vicksburg 
Missouri Bankers Association, 
Elms Hotel, Excelsior Springs 
South Carolina Bankers Associa- 
tion, Fort Sumter Hotel, Charles- 
ton 

Alabama Bankers 
Mobile 

Kansas Bankers Association, To- 
peka 

New Mexico Bankers Associa- 
tion, Roswell 

Illinois Bankers Association, Or- 
lando Hotel, Decatur 

Maryland Bankers Association, 
Lord Baltimore Hotel, Baltimore 
Tennessee Bankers Association, 


May 7-8 
May 9-10 
May 9-10 
May 14-15 
May 14-15 


May 15-16 


May 16-17 Association, 


May 16-17 
May 17-18 
SMITH IN THE SAN FRANCISCO EXAMINER 


May 20-21 


May 21-22 June 24-26 Michigan Bankers Association, 
Olds Hotel, Lansing 


Wisconsin Bankers Association, 


Other Groups 


May 21-22 June 25-26 May 8-10 National Association of Mutual 


May 21-23 
May 22-24 
May 23-24 
May 23-24 


May 23-25 


June 12-13 
June 17-18 
June 17-18 


June 19-20 
June 20-21 
June 20-22 
June 21-22 
June 21-22 
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Chattanooga 

Texas Bankers Association, Gal- 
veston 

California Bankers Association, 
Del Coronado 

Georgia Bankers Association, Sea 
Island Beach 

South Dakota Bankers Associa- 
tion, Sioux Falls 

New Jersey Bankers Association, 
Ambassador Hotel, Atlantic City 
District of Columbia Bankers 
Association, Hot Springs, Virginia 
Iowa Bankers Association, Ft. 
Des Moines Hotel, Des Moines 
Indiana Bankers Association, 
Claypool Hotel, Indianapolis 
Pennsylvania Bankers Associa- 
tion, Hotel Casey, Scranton 
Massachusetts Bankers Associa- 
tion, New Ocean House, Swamp- 
scott 

New York Bankers Association, 
Sagamore Hotel, Lake George 
Connecticut Bankers Associa- 
tion, Griswold Hotel, New Lon- 
don 

West Virginia Bankers Associa- 
tion, White Sulphur Springs 
Ohio Bankers Association, Gib- 
son Hotel, Cincinnati 
Oregon Bankers 
Salem 

Utah Bankers Association, New- 
house Hotel, Zion Canyon Na- 
tional Park 

Minnesota Bankers Association, 
Nicolett Hotel, Minneapolis 
Washington Bankers Association, 
Winthrop Hotel, Tacoma 
Virginia Bankers Association, 
Homestead Hotel, Hot Springs 
Colorado Bankers Association, 
Troutdale-In-The-Pines 

Maine Bankers Association, 
Rangeley Lakes Hotel, Rangeley 


Association, 


July 19-20 


July 22-23 


Green Lake 

Montana Bankers Association, 
Many Glaciers Hotel, Glacier 
National Park 

Idaho Bankers Association, Yel- 
lowstone National Park 


June 


7-8 


Savings Banks, Waldorf-Astoria, 
New York, N. Y. 

National Safe Deposit Associa- 
tion Convention, Berkeley-Car- 


teret Hotel, Asbury Park, New 


Jersey 
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THICS or moral standards are as 
old as civilization; in fact, civiliza- 
tion is based largely upon written 

and unwritten codes of ethics. 

Regardless of who the individual is 
or in what walk of life he may be found, 
he has a code of ethics. To a large degree 
he conducts himself in relation to others 
according to his interpretation of what 
is an honorable and just procedure in 
each case. 

Within recent years the American 
Bar Association has adopted a written 
code which is a collection of the ethical 
principles of the legal profession as they 
have been developed through the ages. 
The medical profession has its code, and 
so we find that it is unethical for one 
physician to take a case being treated 
by another except upon the invitation 
and approval of the attending physician. 

Although bankers have been slow to 
adopt a written code of ethics, no one 
can gainsay that they have to a large 
degree conducted themselves according 
to a high standard of business principles. 
But thus far each has acted individ- 
ually according to no definitely stipu- 
lated code of principles, but individually 
according to his understanding of the 
ethics of his profession. While there is 
little room for criticism of the banker’s 
conduct, a period in banking develop- 
ment has been reached when some 
thought might profitably be devoted to 
the formulation of a standard of princi- 
ples as a universal code for the guidance 
of all bankers. 

The high pressure of modern banking, 
accentuated daily by keen competition 
for new business and for social and com- 
mercial prominence, may well serve 
to emphasize the importance of a writ- 
ten code of banking ethics. 
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To formulate such a code is a task 
calling for the cooperation of all mem- 
bers of the banking fraternity. The prin- 
cipal foundation stone unquestionably 
should be the Golden Rule, and the 
keystone in the arch of this structure 
should stand for confidence among men. 

This code should constantly serve as 
a guidepost marking the way for the 
conduct of every banker. It should in- 
sure to all with whom the banker comes 
in contact a square deal. Guided by this 
code a banker’s conduct should be such 
as to inspire confidence in him on the 
part of others, and, through him, con- 
fidence in banking practices. It should 
be instrumental in maintaining at high 
levels a due regard for the honesty and 
integrity of every banker. 

The principal objective of a code of 
ethics between the banker and his 
patrons should be to inspire implicit 
confidence in their dealings—the banker 
to have full confidence in his patrons 
and the patrons to feel that their banker 
will not take advantage of their lack of 
business experience, but will fully safe- 
guard their interests. 

As the relationship is one of trust and 
confidence it should be clearly set forth 
in our code that it is unethical for a 
banker to disclose to an inquirer any 
information as to his customers, except 
upon written request from them to do 
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so. Even to intimate that the person 
inquired about is a depositor should be 
regarded as being unethical, except, of 
course, upon the depositor’s orders. . . . 

As bank depositors trust their banker 
to treat them fairly, it would be unethi- 
cal for a banker to meet the unwar- 
ranted and undeserving demands of cer- 
tain customers for special favors if he 
does not voluntarily offer the same 
benefits to other equally valued cus- 
tomers simply because they do not de- 
mand them. For example, it is unethical 
for a bank to pay 4% per cent to a 
comparative stranger in order to get 
his account when it only pays 4 per cent 
interest to its old depositors whose busi- 
ness is equally valuable and who rely 
on the bank voluntarily to give them 
every advantage which it has to give 
without demanding it under threat to 
close their accounts. It would be un- 
ethical for a bank to reduce its lending 
rate in order to get a new commercial 
account when it is charging its old cus- 
tomers, who are equally valuable, a 
higher rate. The conclusion then is that 
the granting of special favors as an in- 
ducement or bait for new depositors is 
unethical banking. . . . 

According to our bankers’ code of 
ethics it would be unethical for a banker 
to use the information contained in a 
customer’s financial statement for any 
purpose, except that for which the infor- 
mation is furnished, or to misuse the 
information disclosed by a customer’s 
account. It would be unethical for a 
banker to furnish a list of the names of 
his customers to any person or number 
of persons engaged in the financing 
business, or in real estate, or insurance, 
or promotions, or for that matter, in 
any line of business. 
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